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INTERNATIONAL AFFAIRS 


IMPACT ON GDR OF WORLD'S RAW MATERIAL SHORTAGE DETAILED 
East Berlin SPECTRUM in German No 1l, Nov 8& pp 8, 9 


[Article by Horst Paucke, Prof Dr of Forestry Sciences, Institute for Sociology 
and Social Policy: “World Problem Raw Material" ] 


[Text] From 1950 through 1975, more raw materials were 
consumed worldwide than in the previous history ot mankind, 
The time in which the warld production of raw materials 
doubles is becoming shorter and shorter, Today, then, the 
continuous and stable supply of raw materials has become a 
vital question for every developed industrial country, Upon 
it depends the extent to which the material development of a 
country can be secured, 


The demand for raw materials hes increased in leaps and bounds in the last few 
decades and will continue to grow in the future as well. There are three main 
reasons for this: industrial production is increasing in almost all countries, 
world population growth presupposes a higher consumption of raw materials, and 
the developing countries have an enormous backlog in developing their own 
industry, Statistical time series verify this trend, Accordingly, 4.9 tons of 
consumed (or processed) raw materials went to each person in 1913. In 1980, it 
was almost 22.5 tons, and this number is expected to rise to about 35 tons in 
the year 2000, 


To be sure, there are large differences in the minimum (1,000 kg per capita 
per year) and the maximum (100,000 kg per capita per year) values for the con- 
sumption of raw materials, According to the U.S, study "Global 2000," 75 per- 
cent of the world production of raw materials will continue to be used by the 
25 percent of mankind in the industrial countries, The United States alone 
(with about 5.5 percent of the world population) claims 40 percent of the non- 
energy raw materials of the world, Therefore, the justifiable political demands 
of the developing countries for the establishment of a new international eco- 
nomic order extend to the right of sovereign use of raw materials and all other 
natural resources as well as to the establishment of a fair exchange of raw 
materials and goods with the capitalist countries, So far, however, these 
demands have not been realized, On the contrary, the transnational raw materi- 
als monopolies were able to put their economic interests through rigorously. 
They were successful in doing this because 96 percent of the trade of the 
developing countries was handled in the markets of the capitalist world, 











At present, the more and more obvious contradiction between demand and avail- 
ability of raw materials is further intensified by the fact that the readily 
available occurrences of raw materials with substantial useful components are 
gradually being depleted and the raw materials are being extracted under 
increasingly more unfavorable geological, geographical and climatic conditions, 
This increases costs for exploration, extraction and transport, This contra- 
diction can be resolved by the individual countries only through their invest- 
ment opportunities, which, in turn, depend upon the ability to save in the 
national economy, The prospects for a substantial improvement in this situa- 
tion are particularly poor in the developing countries, because their foreign 
debt now amounts to about $700 million, Under these conditions, one can under- 
stand why the investment costs in ore mining, for example, which have almost 
tripled internationally since 1965, can hardly be met by the developing coun- 
tries, 


The tendency toward an increase in current expenditures per unit of raw mate- 
rial and in specific investment expenditure per unit of incremental raw mate- 
rial is attributable to the increasingly expensive exploratory boreholes 
(increase in the number and depth of boreholes) of which, as a rule, one cut 
of 15 is successful but only one of seven successful boreholes is economically 
exploitable, In addition, processing and transport costs are rising, and 
today already an average of more than 30 percent of development costs are for 
the transport of raw materials, The time of cheap raw materials is therefore 
gone forever, Also, world market prices for raw materials are being driven up 
drastically by the price manipulations of transnational monopolies to achieve 
maximum profits, Here too, the developing countries are hit the hardest, The 
transfer of profits from the developing countries to the imperialist metropo- 
lises now amounts to $100 million annually. 


The use of available raw materials always occurs in the vibrant field of what 
is geologically given, scientifically explored, technically feasible, ecologi- 
cally acceptable and economically necessary under the attendant political and 
socioeconomic conditions, As essential precondition for the potential and 

current availability of raw materials concerns the data on reserves, data that 
are still subject to much uncertainty, Thus the supposed time periods for the 
depletion of various raw materials are underestimated in many forecasts, This 
is made clear, among other places, in figures on the supplies of hard coal in 
the USSR, The explored hard coal reserves were estimated at_223 X 109 tons in 
1913, 1,654 X 109 tons as early as 1937, and even 8,670 X 10? tons in 1960, 


In contrast, the consumption of hard coal lagged far behind, despite a consid- 
erable increase, Too little consideration in estimates is given, for example, 
to changes in technical extraction procedures, substitution through alterna- 
tive substances, the discovery of possible uses for previously unused raw 
materials, and to the transformation of wastes and pollutants into raw materi- 
als, Therefore, forecasts on the duration of raw materials, as have beer 
attempted for more than 50 years, have a certain value for only a short time, 


As a whole, the volume of explored reserves of raw materials in the world 
increased continually, and therefore the proportion of the stocks in deposits 
remained relatively constant for most raw materials despite increasing consump- 
tion, But this trend observed in the last 35 years need not continue always, 





for an equilibrium between exploration and extraction can come about very 
quickly for some types of raw materials, as is already becoming apparent in 
the case of petroleum in the world and brown coal in the GDR. 


Of the more than 2,500 known minerals, almost 200 are now used commercially, 
although only about 55 mineral raw materials have substantial industrial 
importance in terms of value or quality, But only 10 mineral and fossil raw 
materials represent over 90 percent of the value of the world’s production of 
raw materials, For numerous raw materials, because of the uneven provision of 
individual continents and countries with raw materials, more than half of the 
heretofore known world supplies are concentrated in only three countries: 
about 75 percent of natural gas, for example, is found in the USSR, Iran and 
the United States, Many countries have appreciable deposits of only one raw 
material, as in the case of Mauritania’s iron ore, 


As things now stand, 40 percent of the most important industrial raw materials 
are in the capitalist countries, 30 percent in the socialist countries and 30 
percent in the developing countries, The marine and undersea area is becoming 


increasingly important. 


An optimum, uninterrupted and practically unlimited supplying of the world 
population with raw materials will only be possible if one’s orientation is 
toward an overall rational utilization of raw materials, The rational hand- 
ling of raw materials implies fundamentally transforming the historically 
developed and currently dominant social system for natural resources in all 
countries, That can likewise only be done in historical time dimensions, 

The open systems for materials utilization with a largely linear orientation 
must thereby without exception be converted into low-waste closed cycles, 
Here precise knowledge of the composition, separation and utilization of 
wastes is just as necessary as knowledge of realizable variants of substance 
cycles at the enterprise, territorial, national-economic, and not least inter- 
national level, The global trade in waste products has now already reached a 
value of $2 billion, 


The existing production processes take place almost without exception through 
the stages raw material--product--wastes, and they result in wasted raw materi- 
als and environmental strain, Today it is increasingly a matter of closing 
the production chain and establishing the cycle raw material--product--wastes-- 
secondary raw materials, The economic strategy established by the 10th SED 
Congress represents a milestone for the rational formation of the social system 
for natural resources in the GDR, It aims at low-waste technologies and closed 
materials cycles, thorough processing of raw materials and their complex utili- 
zation, increased production of secondary raw materials, and greater economy in 
basic assets, material and energy. Those are simultaneously international 
main efforts of raw materials research, 


Connected with the stable supply of raw materials is the development of new 
standards for conduct in the society's individual and productive consumption 
that preserve raw materials and the environment, It is necessary to overcome 
the still-prevalent consumptive use of raw materials and help bring about a 
breakthrough in their reproductive utilization, and also to develop the appro- 
priate standards for the continued satisfaction of demands and the shaping of 














the way of life and put them into effect in the entire society, Here the 
advantages of socialism are revealed clearly, advantages that are based upon 
the existence of a uniform social strategy. 
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Development of the Export Prices for Raw Materials in the 
Capitalist World Market (1970 = 100), source: UN MONTHLY 
BULLETIN OF STATISTICS, New York, 1976-1980. 
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All of these measures serve to overcome the historical raw materials limita- 
tions in the long term or to eliminate them entirely in such a way that the 
conditions for their formation are gradually removed, Worldwide efforts to 
change qualitatively the material-technical system of productive farces have 
already shown the tendency to reduce the specific consumpt‘on of raw materials 
in the industria’ countries, As investigations of the GIR Academy of Sciences 
show, the per-capita consumption in industrially developed countries is tend- 
ing toward a saturation quantity under continuous growth in gross national 
product. The developing countries have the historical opportunity to mold the 
raw materials economy in accordance with the latest knowledge without, however, 
having to repeat the evolution of the raw materials economy of the highly 
industrialized countries, But these glchal tasks can be solved only if peace 
is maintained, the developing countries force their economic independence and 
the revolutionary world process strides ahead, 
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INTERNATIONAL AFFAIRS 


INFLUENCE OF GDR ON RECENT EAST BLOC ECONOMIC REFORM NOTED 
Munich SUEDDEUTSCHE ZEITUNG in German 31 Oct-1 Nov &4 p 33 


[Article by Wolfgang Schneider: “East Bloc Countries Try Self-Responsibility: 
Attempts at Economic Reform Through Decentralization of Authority” 


[Text] Berlin, 30 Oct--The centrally controlled economies 
of the small countries of Eastern Europe and the USSR are 
now subject to strong pressure for reform, The measures in 
the individual countries may differ, but the cause and pur- 
pose are similar, Because of blatant supply shortcomings, 
the responsible officials are seeking corrections to redress 
these errors, In the final analysis, the supplying of the 
population and the export chances are to be improved, 


In the GDR, according to statements by the Research Office for All-German 
Economic and Social Affairs in Berlin, the reform begun in 1977 is a continua- 
tion of the New Economic System of 1963, At that time, the objective was to 
tring about changes, principally by increasing material incentives for enter- 
prises, More mobility, of course, means less influence for the central office. 
And it is precisely in this vitrant field, in which the reform of that time 
failed, where today’s attempts at correction are under way, 


In this connection, however, there is obviously no uniform system. On the one 
hand, the introduction of contributions for the social funds, which are 
oriented to wage costs (similar to the wage total tax in the FRG), stimulate 
internal measures to reduce personnel, On the other hand, there are likewise 
strict planning requirements for material and energy consumption that work 
directly, In the view of the research office, intervention from above is 
predominant. For this reason, observers view the reform quite skeptically. 
The GDR leadership as well seems to have drawn some preliminary conclusions, 
Parts of the agrarian price reform have been rescinded, AM first, agricul- 
tural enterprises in the GDR were to be required to pay "real-market” prices 
for industrial products beginning 1 Jamuary 1985, They are compulsory for all 
industrial enterprises starting in 1985. The exception for agriculture means 
practically an additional subsidy, As in the case of industrial prices, how- 
ever, farm prices are to be oriented toward actual production costs, Similar 


attempts at reform in other East European countries are likewise aiming at a 
partial decentralization, 








in the opinion of the Federal Institute for Eastern Scientific and Interna- 
tional Questions in Cologne, the initial steps toward reform in Bulgaria are 
especially interesting, Bulgaria is attempting to continue from the experi- 
ences of the GDR’s New Economic System of 1963, Planning and control are 
thereby more strongly decentralized, The role of prices, profits, credits and 
self-financing is strengthened, Although more flexible than in the past, 
investments and also the setting of prices remain centralized, however, sub- 
ject to narrow limits through regulation from above, 


Conflicting Goals 


Hungary, on the other hand, is consistently pursuing the reform of 1968, 
whereby the restraint of administrative regulations is in the foreground. But 
according to the Federal Institute, there are conflicting goals here as well, 
in particular there may be problems with employees, for the full employment 
guarantee as well as wage equality will cease, 


Otherwise, the Soviet Union shows itself to be the least flexible in its 
efforts at economic reform, in this connection, an important role may be 
played by the fact that General Secretary Andropov had too little time and 
Chernenko, the new man, does not appear to be the assertive leading figure, 
In any case, Moscow has not vrescribed reform for the entire national economy, 
Initially only five industrial ministries are affected, The overall latitude 
for decision-making in the enterprises is to be raised, In addition, an 
improved system of incentives is to stimulate the workers, In addition, they 
want to give the enterprises not just annual plans but also extended planning 
as an operational basis, These elements are not new, On the contrary, they 
correspond to similar initial steps of the reform experiments of 1965, 1973 
and 1979, 
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INTERNATIONAL AFFAIRS 


BRIEFS 


GDR/USSR HOUSING CONSTRUCTION--Moscow--On Tuesday in Moscow. Wolfgang Junker 
and Georgiy Karavayev, the ministers for construction of the GDR and the USSR, 
respectively, discussed the long-term tasks in the scientific-technical and 
economic cooperation between the combines and industrial associations of the 
two countries, On the basis of the long-term program for cooperation in sci- 
ence, technology and production, agreement was reached in the specific direc- 
tions and forms of practical cooperation through 1990, In this connection, it 
mainly involves ircreased efficiency and improved performance in such areas as 
social and housing construction, construction mechanization, and the manufacture 
of rationalization means. In housing construction, they stipulated the further 
implementation of performance comparisons between housing construction combines 
of the GDR and the USSR. During the stay of Wolfgang Junker, the main direc- 
tions of cooperation in the construction and construction materials industry in 
the period 1986 through 1990 were discussed with Sergey Bashilov, chairman of 
the USSR State Committee for Construction Affairs, and Aleksey Yashin, minister 
of the construction materials industry, and the corresponding protocols were 
signed, Egon Winkelmann, GDR ambassador to the USSR, took part in the talks. 
[Text] [East Berlin NEVES DEUTSCHLAND in German 31 Oct 84 p 2] 9746 
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ECONOMIST ON PRODUCTION RELATIONS POLICIES 
AU201714 Tirana RRUGA E PARTISE in Albanian No 11, Nov 84 pp 14-25 


{Hasan Banja article: “The Establishment and Perfecting of Socialist Produc- 
tion Relations--A Basis for the Country's All-Round and Rapid Development" | 


[Excerpts] The construction of the economic base of socialism marked the 
achievement of a historic objective on the road of the victory of the social- 
ist revolution and the construction of socialism. It marked the second great- 
est victory in the history of our party and people following the establishment 
of the people's power, and the complete success of an entire historic period 
which made possible the country's rapid progress on the road of socialism. 


Throughout this entire process of revolutionary transformations the party did 
not wait until the production forces had developed to a higher level, until 

the working class had increased numerically and had created its cadres, as has 
been and is being preached by the reformists and opportunists, from the leaders 
of the Second International to the modern revisionists. Our country built the 
economic base of socialism in the conditions of having inherited 4 profound 
economic backwardness, by-passing the staye of development capitalism, and in 
the conditions of the imperialist-revisionist blockade. The internal factor, 
self-reliance, has been and remains the decisive factor in establishing social- 
ist production relations throughout the entire process of advancing the 
revolution and socialist construction in Albania. The economic base of social- 
ism was built under the conditions of a continual class struggle against the 
internal and external enemies, and in irreconcilable struggle against bourgeois 
and revisionist “theoreis" and practices. 


Our party defends the Marxist-Leninist thesis that the question of “who will 
win,” socialism or capitalism, is not definitively resolved with the censtruc- 
tion of the economic base of socialism. On the contrary, as historical experi- 
ence has proven, the danger exists of a reversal, of the restoration of capi- 
talism from within and from without, through the degeneration of the Marxist- 
Leninist party and the state of the dictatorship of the proletariat into a 
revisionist party and into a state of the dictatorship of the bourgeoisie. 
through the degeneration of socialist production relations into relations of 
the oppression and exploitation of mag by man. The tragedy that occurred in 
the Soviet Union and other countries ruled by the revisionists is the best 
testimony to the existence of such a danger and to the need for the systematic 











tempering of the party and of the working masses with Marxist-Leninist ideology 
and through the struggle of the political class revolutionary struggle. 


Our country’s historical revolutionary experience proves that the degeneration 
of the socialist system into a bourgeois or revisionist capitalist system is 
not inevitable. If the leadership of the party of the workers «lass remains 
in sure hands and if it is guided throughout its activity by that infallible 
compass, Marxist-Leninist theory, a reversal to capitalism through the 

dege. «ration of the socialist system can never occur. [Fassage omitted on 
latest developments in the establishment of higher type cooperatives and their 
later transformation into state farms. and accompanying sociceconomic changes} 


Important measures have been and are being implemenied with regard to relations 
in the distribution of the social product, particularly in that of personal 
consumption. In this field the party has loyally implemented the teachings of 
Marxisa-Leninism, giving priority to the more rapid increase in the national 
income and of the product for society, compared with the product for personal 
consumption, and to the continual narrowing of the sphere of action of the 
“bourgeois right,” in order not to permit big differences in remuneration of 
work and in consumption, but also without falling into positions of egali- 
tarianism. The forms of the remuneration of work have been constantly improv- 
ed. They have been better placed in the service of the demands of the economic 
law of distribution according to work, making a distinction in the case of the 
more difficult work, work requiring responsibility, and work requiring more 
strain, as well as in the degree of training of the workers. For this pur- 
pose, the wages system, the network of tariffs, the working worms, and the 
cultural and vocational certification cards of the workers have been improved. 


Beginning in 198i, new st~ps have been taken in the field of work remuneration 
in order to better link the wages and remuneration of workers, cooperativists, 
management personnel, and engineering and technical personnel to direct pro- 
duction costs, the fulfillment of planne? tasks, qualitative indicators, and 
the savings achieved in material and monetary values. 


However, proceeding from the experience gained, as well as to eliminate some 
shortcomings in this field, the party poses the task that the forms of the 
remuneration of *ork should be further perfected, better linking the remunera- 
tion of work should be further perfected, better linking the remuneration of 
work with the quantity and quaiity of production and the reduction in produc- 
tion costs in all sectors of the economy, in such a way that the relationship 
between wages ard quality should be effected not only at the enterprise level, 
but also at the level of sectors and brigades; that the forms of remuneration 
in agriculture should better scimulate the achievements of those who are more 
advanced in increasing production, in raising quality, and in accelerating 
the production of products. These measures, together with the perfecting of 
work norms, and the replacement of the calculation of pay according to daily 
norms with remuneration based on work norms not only in the higher-type 
couperatives, but also in the ordinary cooperatives, and generally the improve- 
ment of other elements in the system of remuneration, will lead to a nore com- 
plete application of the demands of the law of distribution according to the 
work done, as well as in the determination and application of correct propor- 
tions between personal consumption and social consumption. 


We stress this also because of the fact that in practice some misunderstand- 
ings and incorrect applications of the wages system have been observed, a 
tendency tc treat work norms more as a means of remuneration than as an 
important element in the scientific organization of production; as well as 
shortcomings in the allocation of categories of work places and work opera- 
tions, and in the certification of the working people, which give rise to 
anomalies in the proportions established in the tariff system between varied 
branches of the economy, and stimulate a tendency of taking from society more 
than one is entitled to. 


In accordance with the party's economic policy, important steps forward have 
also been made in the sphere of exchange relations. A new system of procure- 
ment, a single contractual system based on the state plan, replaced tie old 
system of state procurement of agricultural surpluses. The sphere of relations 
between commodity and money has been narrowed and will continue to narrow even 
more. The overwhelming majority of work products circulate through the mate- 
rial-technical supply plan. As a whole, the exchange relations have assured 
the constant consolidation of the socialist economy, the closing and liquida- 
tion of those channels through which classes are born, and above all, capital; 
it has also assured the perfecting of those relations leading directly to the 
elimination of the distinctions between classes, and to the creation of the 
shoots of the communist society. 


The management system of our economy has been built correctly, on the whole, 
in accordance with the objectives and goals that our socialist economy and 
society are seeking to achieve. The relations between individuals in the pro- 
duction process are relations vf cooperation, class solidarity, and socialist 
collectivism. The management of the economy from one single center, the 
socialist state, and in accordance with a single and general plan, and the 
implementation of the principle of democratic centralism, create the conditions 
for the rapid and proportional development of the economy, protect it against 
manifestations of spontaneity, anarchy, crises, bureaucracy, and liberalism, 
which are typical for the capitalist economy and bourgeois state. The task 
is posed that the functions of the socialist state, its internal and external 
functions, as well as its economic, organizational, cultural, and educational 
function, should be continually improved. The ninth AWP Central Committee 
plenum posed important tasks for the improvement of the method of style and 
work of the party organizations, and the state and economic organs, to raise 
the management and organization of the economy to a higher scientific level, 
as an important factor in further raising the efficiency of social production 
and of the socialist economy as a whole. 


The establishment and constant perfecting of socialist production relations 
constitute one of the greater victories of our party and people on the road of 
the revolution and socialist construction traversed by them. At the same time, 
the further perfecting of these relations constitutes a great task for the 
present and the future, an important field of the activity of the socialist 
state, of science, and of the working masses under the party's leadership. 
Socialist production relations play an irreplaceable role in the all-round and 
rapid progress of the economy and the constant revolutionization of the super- 
structure ir the process of the complete construction of the socialist society 
in accordance with the revolutionary principle of self-reliance. That is why 
the party has always kept them and continues to keep them at the center of its 
attention. 


cso: 2100/15 10 








AWP ORGANS ON PAST, FUTURE RAPID ECONOMIC DEVELOPMENT 
AU192110 Tirana RRUGA E PARTISE in Albanian No 11, Nov 84 pp 5-13 


[Niko Simaku article: "Great Transformations and Brilliant Prospects in the 
Country's Economic Development") 


[Excerpts] The bold [illegible] of the economy on the road of its development 
at a rapid pace and self-reliantly have assured our country great successes 

in all fields. Thus. for example, the social product in 1984 is expected to 
be 25 times higher than in 1938, with a population increase of 2.8 times 

over the same period. The annual growth rate in the increase of the social 
product in our country has »een a high one even when compared with 1950, let 
alone the preliberation years. During the 1951-1984 period, for example, the 
average annual rate in the increase of the social product was 11.6 percent. 
The increased social product has made it possible over the same period of 

time to increase 2.3 times the real per capita income of the population, which 
represents one of the major indicators of the wellbeing of the people. 


During these 40 postliberation years the party, guided by the Marxist-Leninist 
theory of development, has effected large investments for the country's socio- 
economic development. Over 82 billion leks have been invested since 1951, of 
which 73 billion leks were state investments, and the remaining 9 billion leks 
were investments by the agricultural cooperatives themselves. In accordance 
with the production potential that has been created and in addition, invest- 
ments for the development of the economy have increased from one 5-year period 
to the next at a relatively rapid pace. A testimony of this rising accumla- 
tion power lies in the fact that investments in the seventh 5-year period 
1981-5 approximately equal those effected during the second, third, and fourth 
5-year periods taken together. The investments made in one of the last years 
of the seventh 5-year period alone are approximately equal to all the invest- 
ments effected during the entire second 5-year period. 


Currently, the country's per capita industrial production is 17.4 times higher 
than in 1950. With regard to the production of electricity per capita of the 
population, our country ranks among advanced and highly industrialized coun- 
tries. The per capita production of industrial products like pig iron, steel, 
products of the chemical industry, the engineering industry, the timber indus- 
try, the paper industry, and the light and food industry is rising every year. 
As regards the per capita production of chrome and copper, our country ranks 
among the first in the world. 
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Proceeding from the teachings of Marxism-Leninism and the experience of social- 
ist construction that the consolidation of the technical and material base in 
industry constitutes the main factor for the overall material and technical 
base needed to build the complete socialist society, the largest proportion 

of investments effected in the sphere of material production is accounted for 
by the various branches of industry. Throughout our country's development to 
date, about 50 percent of all investments have been used to strengthen indus- 
try, which, being the leading branch in the economy, is now providing 67 per- 
cent of the social product, including the construction-installation sector, 

and about 55 percent of the national income. 


To achieve the great objectives set out with regard to the development of agri- 
culture on a socialist road, the party has supported agriculture with all avail- 
able means. Over 22 billion leks have been used for capital investments alone 
during the 1951-84 period. This has made possible the magnificent transforma- 
tion of our agriculture. Currently, we are no longer talking about low yields, 
but yields of 60, 70, 80, and even more quintals of wheat per hectare ove~ 
ever-increasing areas, yields of 90 or even 100 quintals o* corn per hectare, 
yields of 3,000, 4,000, 5,000 and more liters of milk per cow, and so forth. 

A few years ago there could have been no talk about such yields. One of the 
most important achievements in agriculture can be illustrated by comparing 
results in 1983 with 1950: In 1983, the population had increased 2.3 times 
over 1950, while the overall agricultural production increased 4.4 times. 


The country's social production currently accounts for 90 percent of the coun- 
try's needed material resources, while imports, although based entirely on 
exports and on the country's foreign currency resources, account for less than 
10 percent of the needed material resources. Over 85 percent of consumer com- 
modities and 95 percent of spare parts are accounted for by the country's 
domestic production. 


These figures are a testimony to the achievement of a large degree of economic 
independence, but also to the potential and dynamism of our socialist economy. 
However, while stressing this, the party has never aimed at an autarkic 
development of the economy, as the modern revisionists are accusing us of do- 
ing. On the contrary, the absolute necessity of continually extending trade 
with other countries on the basis of mutual interest and benefit has always 
been stressed. We currently maintain trade relations with dozens of countries 
throughout the world, proceeding from the principle that "there is no importa- 
tion with exports." Our trade has been balanced for a number of years. 


The mobilization of all the human, material, and financial resources for the 
constant development of the material and technical base has been the road 
traversed to ensure the constant elevation of the country's wellbeing. The 
full employment of manpower throughout the country has always been and remains 
at the center of the party's attention. Consequently, we now have 452 people 
at work out of every 1,000 inhabitants, compared with 269 in 1960. 


Our people's educational and cultural development is proven by numerous indi- 
cators. For example, the number of working people with higher education in 
1983 was 90.2 times higher than in 1950. During this period the number of 
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physicians and dentists increased 33.3 times. There are approximately 720,000 
Students and schoolchildren, or one person in every three is receiving educa- 
tion. 


A study of all the factors supporting the country's socioeconomic development 
shows the great possibilities existing for further progress at a relatively 
rapid increase in social production. 


CSO: 2190/15 
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AWP ORGAN ON SELF-RELIANCE IN INDUSTRIALIZATION 
AU191934 Tirana RRUGA E PARTISE in Albanian No 11, Nov 84 pp 26-33 


[Agim Geti article: "The Country's Socialist Industrialization Has Been and 
Is Being Carried Out on the Basis of the Principle of Self-Reliance"] 


[Excerpts] The creaticn and development of the national industry is one of 
the greatest achievements of the peopl’es power in the field of the develop- 
ment of production forces and for the construction of an adequate material 
and technical base of socialism. The results attained within a historically 
brief period, the methods applied, the relatively rapid pace of industriali- 
zation, the resources used to finance it, and the social effects attained, 
are a testimony of the correct policy that the AWP has pursued and continues 
to pursue in this field. 


The proportions and the pace of the development in industry have been deter- 
mined in accordance with our party's Marxist-Leninist's concept that industry 
constitutes the leading branch of the economy, and agriculture the basic 
branches. Thus, the overall industrial production in 1984 was about 164 
times higher than in 1938 and over 38 times higher than in 1950. The indus- 
trial production of 1938 is currently achieved in less than 2 days. Agricul- 
tural production has increased 5.3 times over 1938, and 4.4 times over 1950. 


The rapid development of industrial production has led to changes in the pro- 
portions of the overall social production and national income accounted for by 
industry and agriculture. These changes for a time gave the country the traits 
of an agricultural-industrial country, which later on gradually has »ssumed 
and increasingly continues to assume the traits of an industrial-agricultural 
country. This policy has made it possible for the overall industrial produc- 
tion to take first place in the country's total social production and its 
national income. Thus, while industry accounted for only 23.3 percent of the 
overall social production in 1950, and 11 percent of the national income, in 
1983 industry, including construction-installations, accounted for 67 percent 
of the total social production and 55 percent of the national income. 


The policy followed by the party in this direction is reflected in the pace 

of the increase in the production of the means of production and of consumer 
commodities, as well as in their changing proportion in the overall industrial 
production. In 1984, the production of the means of production increased 9 
times over 1960, while the production of consumer commodities increased 5 times. 


14 





In 1984, the proportion of group "A" in the overall industrial production 
increased from 5.9 percent that it was in 1950, to 64.2 percent, while the 
proportion of group "B" declined from 48.1 percent to 35.8 percent. 


Electricity generation and the coal industry developed particularly rapidly 
during the past decade, meeting the country's needs and the needs for exports. 
The engineering industry has also developed rapidly. It now meets 95 percent 
of the country's needs for spare parts and is now entering a new stage of 
development, that of the large scale production of machinery. Visible progress 
has also been made in all other branches of the heavy extractive industry, par- 
ticularly chrome and copper extraction, the chemical industry, the construction 
materials industry, and so forth. The production of consumer commodities has 
also developed rapidly. The average annual rate in the increase of a number 
of major products of the light and food industry has been from 2.2 times to 
6.5 times higher than the population growth rate. 


The domestic production of the most essential industrial products needed for 
the country's socialist reproduction is continually strengthening its economic 
independenc:., enabling it to increasingly more effectively meet the conse- 
quences resulting from the economic and political pressure of the encirclement 
and economic crises of the bourgeois and revisionist capitalist system. The 
party's instruction that, on the basis of the available mineral and raw mate- 
rial resources, the development of the processing industry should lead to 
closing the cycle of processing of a number of minerals, as has been the case 
with copper, ferro-nickel, oil, and so forth, is of particular importance. 


The rapid development of the various branches of industry has been and remains 
a characteristic of our socialist industrialization. This is also a distin- 
guishing feature of the seventh 5-Year Plan. A rapid pace in the increase of 
overall industrial production is essential because of the importance of indus- 
try within the framework of the economy as a whole. Industry is the leading 
branch, because it produces the means of production for all the other branches 
of the economy. From this viewpoint, it plays the major role in the develop- 
ment of production forces, the strengthening of the material and technical 
base of socialism, the development of the technical and scientific revolution, 
in meeting the growing demands of the people and the economy, and in strengthen- 
ing the country's defense potential. 


On the basis of the successes attained and the conditions that have been created, 
new horizons have been opened up to our country to progress even more rapidly 

in continuing its socialist industrialization. The reserves and possibilities 
are numerous, but they must be discovered and utilized through conscious, per- 
sistent, and creative efforts. We are stressing this not only because the 
objectives and tasks set out by the party for the future are considerable and 
also complicated, but also because in the course of their implementation there 
have been and there are still shortcomings, which are hindering the rational 
utilization of all existing reserves and those continually created by our 
socialist socioeconomic system. 
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The present stage in the development of industry and the need to progress 
always at a rapid pace require, among other things, a persistent effort in 
utilizing all existing production capacities profoundly and efficiently. The 
development of the technical and scientific revolution remains a fundamental 
factor in this, particularly in the direction of applying advanced technolo- 
gies on a larger scale, in the direction of chemical processing and the 
electrification of production, in the direction of the mechanization and auto- 
mation of labor processes, and by perfecting the various forms of the social 
Organization of work. 


cso: 2100/15 
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AGRICULTURAL ACHIEVEMENTS OUTLINED BY AWP ORGAN 
AU202029 Tirana RRUGA = PARTISE in Albanian No il, Nov 84 pp 34-43 


(Stavri Mitezi article: "The Socialist Transformation of the Countryside 
Has Opened Up Broad Avenues for the Extensive and Intensive Development of 
Agricultural Production"] 


[Excerpts] During the 40 years of the post liberation era, some 480,000 hec- 
tares of new land were opened up, of which approximately 380,000 hectares for 
field crops and 100,000 hectares for horticulture, vineyards, olive groves, 
and citrus plantations. This means that, compared with 1938, the total 
acreage has doubled. 


The extension of the acreage of arable land and the introduction of new crops 
has also resulted in an improvement in the structure of agricultural produc- 
tion. Of particular importance is the fact that whereas 96 percent of the 
arable land was devoted to grain growing in the ear’ier postliberation years, 
this now occupies about 50 percent of the acreage, while industrial crops, 
potatoes, vegetables, forage crops, and so forth, now also occupy a consider- 
able proportion of cultivated land. 


To illustrate the changes that have taken place in the direction of strengthen- 
ing the material and technical base needed for the intensification of agricul- 
ture, let us take a look at the achievements made during these 40 years of the 
people's power in some major directions. 


In 1938 the total machine power available to the country's agriculture amounted 
to 700 horsepower. There were only 28 tractors. At the beginning of the cur- 
rent year, our agriculture had at its disposal machine power equivalent to 
932,000 horsepower. In 1934 the machine power available was five times higher 
than in 1960. As a result of the consolidation of the machine base and of the 
rising qualifications of the working people in the agricultural sector, the 
complete mechanization of labor processes in agriculture is growing daily. 

What is important is that most of the machinery and almost 100 percent of the 
spare parts are produced domestically. 


A great role in the intensification of agriculture, particularly in our coun- 
try's climate conditions, with heavy rain and humidity in the fall and spring, 
and droughts and heat in the summer, has been played by the large investments 
made to ameliorate the soil and to increase irrigation capacities. Over 50,000 
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hectares have thus been reclaimed from marshlands and over 200,000 hectares 
have been improved as a result. A great step has been made in increasing the 
acreage under irrigation. The acreage under irrigation in 1938 accounted for 
10.5 percent of the total acreage. In 1960 this figure increased to 29 per- 
cent, in 1970 to 47 percent, and in 1984 to 55 percent. Almost the entire 
area in the plains is now under irrigation and irrigation capacities have in- 
creased considerably also in the hilly and mountainous areas. The irrigation 
network was extended to cover an additional 120,000 hectares during the past 
20 years alone. The state's investments to extend the irrigation network in 
the hilly and mountainous areas are currently 2-3 times higher than the 
expenditure for this purpose in the plains. 


Comparisons with previous years help to illustrate the positive ef‘ ects of in- 
creasing irrigation capacities. The 1960 drought and the general climate con- 
ditions in that year, for example, were very similar to those in 1983, while 
yields are completely different. Wheat yields in 1960 were only 7.4 quintals 
per hectare, whereas in 1983 they were 31 quintals per hectare; the respective 
figures for corn were 8.3 quintals and 41 quintals per hectare. Sugarbeet 
yields were, respectively, 124 quintals and 390 quintals per hectare; the 
respective figures for sunflower are 9 quintals and 15 quintals; for vege- 
tables 88 and 156 quintals per hectare; for potatoes 67 quintals and 94 quin~ 
tals per hectare, and so forth. Other factors have certainly played a role 
here, but the main factor was irrigation, without which the other factors, 
too, would have been inoperative. 


The intensive development of agriculture has been given priority particularly 
during the past three 5-year periods. Thus, for example, during the 1971-75 
period 56 percent of the increase in agricultural production was accounted for 
by the increase in yields of agricultural and livestock products, and 44 per- 
cent through the increase in acreage. During the 1976-80 period, proportions 
were, respectively, 72 percent and 28 percent; and for the 1981-5 period they 
will be 90 percent and 10 percent. 


In the context of the tasks stipulated by the Eighth AWP Congress for the 
intensification of agriculture as a whole and for increasing the efficiency 
of expenditures, particular attention is devoted to the implementation of a 
number of measures, giving priority to the intensification of agriculture in 
the most fertile plains fo the country over a 10-year period. 


The first stage of this programme is currently being implemented over an area 
of more than 100,000 hectares in the coastal lowland area. As a result of the 
measures that have been and are being adopted, the aim is to achieve in 1985 
yields of 43.5 quintals of wheat, 61.5 quintals of corn, 17.5 quintals of cot- 
ton, and 24 quintals of sunflower per hectare, as well as yields of 2,760 
kilograms of milk per cow, 950 kilograms of meat per sow, and so forth. 


CSO: 2100/15 
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CZECHOSLOVAKIA 


NEW FINANCING METHODS OF TECHNOLOGICAL DEVELOPMENT VIEWED 
Prague TEC:iINICKE NOVINY in Czech No 46, 1984 pp 1, 2 


{Article by Eng Stanislav Sourek, CSSR deputy minister of finance: 
"New Methods of Financing Technological Development") 


[Text] In the resolutions of the Eighth Plenum of the CPCZ Central Committee 
on the questions of scientific and technological development, specific 

roles were assigned to finance and credit. They list the basis tasks of 

_ne financial system and its function in accelerating the cycle of scientific- 
technological development and increasing its economic effect. As in other 
areas, numerous financial measures were therefore put into effect in the 

key industrial sectors in 1984 on the basis of CSSR Government Resolution 

No 1/1983. The fundamental measure for the implementation of the resolutions 
of the Eighth Plenum of the CPCZ Central Committee, however, is the amendment 
to the decree of the Federal Ministry of Finance on financing noninvestment 
outlays of the development of science and technology (Decree No 163/1980, 
SBIRKA ZAKONU). 


This is a completely new regulation which concretizes and implements the 
resolutions of the Eighth Plenum of the CPCZ Central Committee in this area 
and carries into effect the measures in the area of financing technological 
development contained in the Main Directions of Further Development of the 
Set of Measures for Improving the Planned Management System After 1985 which 
were approved by the CSSR Government. The new regulation has been discussed 
and approved by the appropriate legislative bodies and in ready to be signed 
by the minister of finance. It goes into effect on 1 January 1985. 


The new regulation stipulates the following fundamental principles of 
financing scientific and technological development: 


--to finance the scientific and technological development essentially through 
a realizer, which means to increase the comprehensive responsibility of the 
organization in question for the entire cycle of scientific-technological 
development including the rapid application of results in practice; 


--to set up technological development funds at economic prodrction units 
and/or enterprises as the basic financial source of technological development 
at the enterprise economic level from the expenditures based on standards; 
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—to secure the full transferability of the remainders of technological 
development funds from one year to another; 


--to make possible the allocation above the standard from the used profit 
of economic production units and enterprises according to their decision to 
the technological development fund; 


--to finance from the technological development fund and to advance credit 
on the purchase of machinery, equipment and pilot plants related to tie 
technological development on a scale larger than before and to consider 
financing from the technological development funds machinery and equipment 
necessary for the implementation of these tasks particularly in marginal 
situations and on a smaller scale; to contribute in an appropriate form 

of financing (within the operating cost of organizations of the scientific- 
research base) to provide them with instruments and similar equipment; 


--by financing from the technological development fund to make possible 
the replacement of fundamental forms of scientific-technological progress 
(solution of tasks of scientific and technological development, purchase 
of licenses, purchase of results achieved by other organizations). 


There are several new features in financing which aim at incrwasing the 
flexibility and continuity of financing of the entire cycle. The new 
arrangement deals also with the instances which are on the border between 
the financing of technological development and investment projects: 


--in fulfilling the tasks of scientific-technological development it is 
possible to purchase the necessary equipment, pilot plants and so on from 

the noninvestment funds (including the pilot plants which after the completion 
of testing will be used for production); 


--to furnish the organizations of the scientific research base with 
instruments bought from the operations funds; 


--on the basis of the consent of the superior central agency to make possible 
in exceptional instances financing from the technological development funds 
also some minor investment projects (machinery and equipment) serving the 
application of research and development results. 


These are very important measures well received in practice. This, of course, 
is not to say that thereby all problems of linkage between the scientific- 
technological development and capital construction have been solved. Here 

the proper coordination of plans of scientific and technological development 
and of the investment plan, and particularly the ties of the outputs of 
individual tasks of technological development to the investment backing, 
continue to be of key importance. 


The possibility of establishing the so-called Innovation Fund, from which 
both the noninvestment and investment expenditures on all innovations would 
be financed, was examined very carefully. On the basis of detailed analyses, 
however, a general introduction of the so-called Innovation Fund which 
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would serve as the source of financing for innovation expenditures--of both 

a noninvestment and an investment nature--in the economic production units 
and enterprises is not anticigated for the time being. If such a fund is to 
fulfill its task, conditions must be created in various areas; it is therefore 
anticipated that the application of the Innovation Fund will be experimentally 
verified during the Eighth 5-Year Plan, and on the basis of the evaluation 

of the experiment's results a definitive decision will be made on the general 
application. 


The resolutions of the Eighth Plenum of the CPCZ Central Committee stress 

the principle of financing innovations primarily from the economic production 
units’ and enterprices' own funas. This khozraschet principle is fully 
justified and implemented through the use of technological development funds 
of economic production units and enterprises. However, the financing of 
tasks of the plans of scientific and technological development out of the 
state budget continues to be of great importance. 


Out of the budget expenditures on the advancement of science and technology 
wili be financed those projects which are of key importance to further 
economic and social development and which are part of state target programs 
and state scientific-technological programs. Effective directions of 
technological development will be subsidized, while the projects whose 
practical application in the economic sphere is not secured will not be 
financed. The effects of the implementation of technological development 
will be consistently incorporated in the final plans of individual users. 


The entire system of financing, including the financing of development of 
science and technology, must be of a khozraschet nature, which must be 
strengthened. This means that it must expand the responsibility of economic 
production units and enterprises for the creation of the necessary financial 
funds and exert pressure on the economic effect of the scientific and 
technological development projects financed. It is therefore necessary 

to quantify--primarily through the analysis of profit increases planned 

and actually achieved--the effect of scientific-technological development 

on this increase and combine it with the incentives for the departments 
involved in the enterprise or economic production unit. 


Since 1984 several economic production units have been verifying the analysis 
of factors in the profit increase brought about by the effect of technological 
development in order to strengthen the linkage of financial plans in the 
evaluation of incentives for technological development. It is anticipated 
that this analysis will be generally used in the future. 


The amended decree meets additional requirements which ensue from the 
resolutions of the Eighth Plenum of the CPCZ Central Committee or from the 
experience with legal regulations now in effect. This involves in particular: 


--the simplification and lucidity of regulations, reduction of administrative 
paperwork at the management level and financing of the advancement of science 
and technology; 
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-~the simplification of financing of scientific and techrcicgical development 
during the research phase and subsequent implementation along the lines 
mentioned above; 


~~increasing the role of credit policy in the promotion of science and 
technology by including bank credits in the subsidization of research 
projects and implementation of effective tasks of the plan of s« .entific 
and technological development ; 


-—-the enactment of the measure which would prevent the financing from 

the state budget of increased costs caused by the nonfulfillment of tasks 

of the state plan of scientific and technological development. Moreover, 

in case of an irresponsible attitude toward the fulfillment of these tasks, 
their financing may be suspended by the appropriate commissions for scientific- 
technological and investment development in order to force the observance 

of stipulated procedures. 


It may be stated that the proposed decree amendment incorporates all 
recommendations of the Eighth Plenum of the CPCZ Central Committee reflected 
in the Main Directions of Further Development of the Set of Measures 

for Improving the Planned Management System of the National Economy after 
1985. 


Another important area is the problem of joint work centers in science, 
research and implementation of their results. This is dealt with in the 
principles for the establishment and activity of research production units 
and scientific production associations which are submitted to the CSSR 
Government for discussion and approval. In order to make possible for the 
budgetary organizations to combine the budget funds for the implementation 
of tasks of the plan of scientific and technological development, the Federal 
Ministry of Finance amended Decree No 151/78, SBIRKA ZAKONU, on the merger 
of funds of socialist organizations (by Decree No 15/84, SBIRKA ZAKONU). 


Although they do not occupy the first place in improving the management 
of scientific and technological progress, the changes in the financing of 
technological development are important. They implement the resolutions 
of the Eighth Plenum of the CPCZ Central Committee in this area and their 
purpose is to contribute to the resulting effect of speeding up scientific 
and technological progress and increasing its effect on the national 
economy. 


«* 


10501 
CSO: 2400/1%4 
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GERMAN DEMOCRATIC REPUBLIC 


RECENT EFFORTS IN SECONDARY ENERGY APPLICATION DISCUSSED 


Progress Reports Detailed 
East Berlin PRESSE-INFORMATIONEN in German No 103, 4 Sep 8&4 pp 4, 5 


[Article by Harald Kupfer, department head in the Ministry for Construction 
of General Machinery, Agricultural Machinery and Vehicles: “Progress in the 


Utilization of Secondary Energy” | 


[Text] In the enterprises and combines of our ministerial area as well, the 
rational and economic handling of energy resources of all kinds is the main 
way to make accessible reserves to cover the energy demand, Tiis is expressed 
in the fact that in the years 1980 through 1983 the workers wee able to reduce 
the energy-intensiveness of production by 13.6 percent. 


The increased use of secondary energy is becoming more and more the center of 
activity. Analyses have shown that the technically and economically usable 
potential amounts to over 6 percent of the annual energy consumption in the 
ministerial area, Notable success was achieved particularly in 1983, and the 
use of seconiary energy increased by almost 26 percent, That is equivalent to 
more than 36,000 tons of crude lignite, Thus the utilization level of the 
secondary energy in our ministry's area is now over 60 percent, 


More Heat Regained and Reused 


More use is being made above all of waste heat resulting from technological 
processes as well as in the aeration and ventilation of industrial rooms, 

This was preceded by thorough investigations to find effective solutions for 
heat recovery and, on this basis, to select practicable installations, Above 
all the so-called regenerative heat transferers have proven themselves, Their 
working principle involves the fact that they store the warm air that is other- 
wise passed to the environment through the roof ventiletion and warm up the 
fresh air that is supplied to the inside rooms, These installations now best 
meet the requirements for the rational use of secondary energy, are easily 
adaptable to ventilation technology, and make possible considerable economic 
savings, Experience in the enterprises and combines shows that as much as 60 
percent of primary energy can be saved and accordingly heating or cooling 
systems can be put into operation with lower power output, which contributes 
to cost reduction, 
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Especially positive results and experiences exist in the VEB (state enterprise | 
Sachsenring Motor Vehicle Works Zwickau, This enterprise was distinguished 
for exemplary work in the energy economy and it functions in the industrial 
area as a consultation center for the utilization of secondary energy. Here 
regenerative heat transferers have already been in use for years on metal wash- 
ing machines, Previously the water vapor that resulted from the washing pro- 
cess went unused into the atmosphere, and the fresh air needed for the drying 
process had to be warmed with separate heating. With the installation of the 
regenerative heat transferers, this additional heating is not needed, The 
energy advantage per heat transferer amcunts to 50,500 kilowatt hours and the 
economic benefit is almost M14,000 annually, The installations had paid for 
themselves after 6 months, 


In the VEB Motorcycle Works Zschopau, energy scientists performed process 
analyses to determine the production installations with a high yield of thermal 
energy. They found such installations in the aluminum paint shop, for example, 
Here it was decided to install six recuperators and a regenerator, The result 
was that now 50 percent of the thermal energy in the exhaust air can be re- 
gained and that in the heating period it can be supplied to the production 
rooms along with the fresh air, Annually 70,000 cubic meters of gas are saved, 
The workers in the VEB Installations Construction Hohenstein-Ernsttal and VEB 
Air Technology Gotha supported the Zschopau motorcycle builders in an exemplary 
manner in that they delivered the installations within 1 year and provided 
many pointers for planning and assembly. 


Reciprocal Help Makes for Progress 


On the basis of the good energy results, additional measures for utilizing 
heat from exhaust air and waste water will be prepared and carried out in the 
Zschopau enterprise in the years 1984 through 1986, The enterprise has in the 
meantime also been tasked with operating as a consultation center and with 
imparting its experiences to other enterprises of the territory, Several 
enterprises as well as the Permanent Commission for Energy, Transportation and 
Communications of the kreis assembly have already made use of these possibili- 
ties for an exchange of information, They received many suggestions on how 
the tasks included in the complex program for secondary energy use of Zschopau 
Kreis can be put into practice, 


There are plans to establish additional consultation centers in the industrial 
area so as to promote the increased application of secondary energy, In 198, 
the use of regenerators in the enterprises and combines is to increase by 16 
percent over 1983, as we have established the goal for 1985 of increasing the 
current utilization level of secondary energy from over 60 percent to more 


than 76 percent, 
Cost-Effective Analyses 


Dresden SAECHSISCHE ZEITUNG in German 19 Nov 8& p 3 


(Interview with Comrade Helmut Ilgen, deputy chairman of the bezirk energy 
commission, by Rolf Freuder»erg; date and place not given | 
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[Text ] [Question ] Much is being said and written about secondary energy, 
Therefore, let us begin with the simplest possible definition of the concept, 


[Answer | Secondary energy is the energy quantity that remains unused in a 
technological process. This quantity is now to be brought to technological 
and economic use, In this connection, we understand that fundamentally every 
energy conversion is associated with losses; there is no perpetual motion here 
either. But the required greatest possible utilization in all areas of the 
economy and in social sectors is real, It supports our economic strategy 
indicated by the 10th SED Congress for increasing production with no additional 
energy expenditure, The results since 1981, and especially since 1982 in the 
bezirk, confirm that. 


[Question ] Where does the bezirk energy commission see the greatest reserves 
at present? 


[Answer] We find them almost without exception in all energy-intensive pro- 
cesses that are associated with waste heat because of the technical process, 

I am thinking of our metallurgy, especially the steelworks, and of glass and 
ceramics production, the chemical industry, the construction of railroad cars, 
and the breweries, By no means with them alone, but certainly with their large 
contribution, we want to achieve 88 percent in technologically and economically 
utilized secondary energy as early as next year, At the present time, we are 
at 81.3 percent in the bezirk, These two numbers alone illustrate an objective, 


[Question | This percentile increase on the one side ought to result ina 
reduced utilization of primary energy on the other, Can this be shown to sone 
extent? 


[Answer] To some extent, yes, In the case of crude lignite, our most impor- 
tant source of primary energy, for example, the increased use of secondary 
energy of just under 7 percent will reduce the utilization of coal by about 
135,000 tons next year, In this connection, I can point out that secondary 
energy is having a positive impact not only on our surface mining operations 
but also has a significantly lower environmental impact, because less, indeed 
much less, pollution is discharged, 


[Question] That downright encourages the question of where there are already 
quite good examples for the necessary greatest possible further utilization, 


[Answer] I refer to the milk cooling systems in agriculture, Here, ina 
process that has already been standardized, the natural heat that is taken 
from the milk is made more and more useful, So far, that is yielding a sav- 
ings of M624,000 in energy sources, Once that is f realized, the annual 
energy advantage will be M1,6 million, There are two more examples in whose 
realization the bezirk energy commission is particularly involved: in the 
Dresden-Niedersedlitz Railroad Power Works, transformation yields 216,000 
cubic meters of air at 50 degrees Celsius every hour, With 46 percent of this 
quantity, the Saxon Bridge and Steel Structural Engineering is to heat an 
assembly shop and thus save 4,600 tons of crude lignite a year, In the Groed- 
litz Cellulose Works, 370 cubic meters of cooling water results every hour, 
and here the temperature is 61 degrees; 24 percent of this waste heat can 
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provide the “hot air” for 2 hectares of usatle greenhouse area, That replaces 
12,000 tons of crude lignite yearly, The first project is about to be con- 
pleted, For the second, there are still a few difficulties to be overcome, 


These examples do not pretend to be complete, But they are sufficient to make 
clear an urgent requirement. Naturally, every enterprise is also the first 
user of its secondary energy. Without simplifying too much here, it should be 
pointed out that there is often considerably more secondary energy produced 
than one can use, That is why the local assemblies and their corresponding 
commissions are oriented toward the well-reasoned territorial utilization of 
secondary energy. 1 include that firmly in our ideological and organizational 
reserves, On the other hand, I do not include the frequently cited--justifi- 
ably, by the way--heat pumps in these reserves, They are probably advantageous 
conversion power units, but they do not directly release secondary energy. 


[Question] Local assemblies.,,how highly do you value their responsibility, 
especially that of the corresponding permanent commissions, in the area being 
handled here? 


[Answer] Very highly! As in our commission, an organ of the bezirk council, 
these commissions should not discuss anything without including the subject of 
secondary energy, naturally with the required binding determinations, Repre- 
sentatives of the bezirk assembly, for example, helped the directors in the 
Dresden Meat Combine and in the Lommatzsch Elbe Valley Works in giving this 


subject the proper weight in planning and management, 


None of the activities, of course, frees the institutes of the individual 
industrial branches or the bezirk office for rational energy utilization in 
the Dresden Energy Combine from their duties, especially in process analyses, 
They must precede any utilization, It is not a matter of just any application 
of this energy--whatever the consequences--and that only to be able to check 
off something in the plan, but it is a matter of reasonable technological and 
economic utilization, I repeat this concept again and again on purpose, Only 
from the authority represented and implemented in many individual areas and 
from the cooperation of enterprises, institutes, commissions and council func- 
tions can there finally be comprehensive responsibility, 


[Question] A final question: The utilization that has already been achieved 
and especially the higher utilization that is sought must also require invest- 


ment, 


[Answer] Generally, yes, whereby there is naturally a difference in the 
amount, The user provides the capital resourses, The user should also make 
use of its own formation of rationalization means or of the opportunities in 
territorial rationalization. In any case, it is benefited by the fact that 
expenditures for secondary energy average only one-fifth to one-third of the 
costs for the application of the same quantity of primary energy. 


In closing, I may note that by no means is a technologically and economically 


high usable and utilized potential in secondary energy an expression of any 
sort of "poverty." This is a task involving all developed industrial nations, 
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With one difference: only the economic system of the socialist countries, 
freed from the internal political competitive struggle, and the close associa- 
tion of science, technology and production that is becoming more and more 
effective can solve this task comprehensively and permanently. That is quite 
in line with intelligent management, Thus the question in the title is 
answered: this energy is so important and so dear because it is relatively 
inexpensive! 
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GERMAN DEMOCRATIC REPUBLIC 


DEVELOPMENT OF VARIOUS NATIONAL ENERGY RESOURCES DETAILED 
East Berlin PRESSE-INFORMATIONEN in German No 98, 23 Aug 84 pp 5, 6 


[Text ] The power plants of the GDR now feed the same amount of electric 

power into the network in 56 days as the GDR produced in the entire first year 
of eo establishment; that is, production increased by a factor of 6,3 relative 
to 1949. 


Places hardly known 35 years ago--such as Jaenschwalde, Boxberg, Hagenwerder, 
Luebbenau, Vetschau or Thierbach--are closely associated with the development 
of a stable energy basis in the national economy, Cottbus Bezirk developed 
into the republic’s coal and energy bezirk. Thus at present, one-half of the 
kilowatt hours produced in the GDR come from this bezirk, 


In the 35th year of the existence of our republic, the power plant workers are 
competing above all for a high availability of the installations and a smaller 
specific heat consumption of fuel, They want to extract more electric power 
from each ton of crude lignite utilized, Their goal is to consume 2,3 million 
fewer tons of crude lignite in this way in 1984, This quantity is equivalent 
to the monthly demand of the Boxberg High-Capacity Power Plant or to the 
population’s consumption of electric power in 45 days, 


With their work results in the first half of 1984, the power plant workers 
could confirm that they were able to increase the availability of the installa- 
tions by 3.3 percent over the same period of the previous year and to reduce 
the specific eat consumption of fuel by an amount equivalent to 1,3 million 
tons of crude lignite in GDR terms, including 900,000 tons in the area of the 
Ministry for ‘oal and Energy. 


At present in the GDR, 11 high-capacity power plants operating with crude lig- 
nite produce 68,5 percent of electric power, five pump-fed power stations pro- 
duce 1.5 percent, and two nuclear power plants produce 12 percent, The remain- 
ing 18 percent comes from the industrial pewes plants in all areas of the 
national economy, 


The per-capita production of electric power amounts to more than 6,000 kilowatt 
hours, The GDR tnus takes a place among the 12 leading industrial countries of 
the world, 
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The GDR now produces about 83 percent of its electric power from domestic 
brown coal, Power plant workers turn about 42 percent of the annual production 
into electric power, 


The main consumers of electric power are industry (excluding construction and 
transportation) with 56.8 percent, households with 12,5 percent, and the muni- 
cipal and social areas as well as agriculture with 18.7 percent, 


Today households consume almost twice as much electric power as in 1970. The 
reasons for this are the extensive program of new construction, the multiple 
measures for modernizing residential buildings, and the in recent years 
greatly increased provision of households with electrical consumer goods, If, 
for example, all televisions are turned on in the evening, then the output of 


a 500-megawatt unit is required, 


Our republic currently has an installed power plant capacity of about 22,300 
megawatts. Almost half of that went into the network since the Eighth SED 
Congress, After the destruction of Hitler's fascism, only 2,500 megawatts 
were available for use, The production of electric power amounted to 50 per- 
cent of the prewar level, 


With the restoration of production--closely linked to the transfer of the enter- 
prises of monopoly capital and of the war criminals to the property of the 
people--they also took on the task of developing coal production beyond the 
prewar level, Following the Second SED Congress held in September 1947, the 
activist movement was established with the exemplary act of Adolf Henneckes on 
13 October 1948, The goals of the 2-year plan for 1949/1950 could in part be 
substantially exceeded, Thus the production of electric power in 1950 was 
almost 40 percent higher than before the war. 


Of particular importance for the coal and power economy were the decisions of 
the Third SED Congress in 1950 and the decision of the Second SED Conference 
in 1952 on the systematic improvement of the bases of socialism in the GDR, 
The task was to fulfill by 1953 the increased requirements of the national 
economy for energy--which resulted above all from the reconstruction and the 
development of their own metallurgical basis and of heavy machine building-- 
essentially without an appreciable increase in installed power plant capacity, 
Therefore, preventive and more efficient maintenance as well as the highest 
possible capacity utilization of the power plant installations had a high 
national economic weight, 


The increased new construction of power plants and power plant installations 
began in 1953 in the framework of the Energy Program, This program became a 
truly crucial test for the GDR’s young power machine building industry, for it 
was, after all, a matter of beginning immediately with the series production 
of the newly developed power plant machine units built for the first time, 
Evidence of the creative initiatives of the machine builders are the first 
newly developed turbogenerators with a capacity of 12,5, 25 and 32 megawatts 
in the power plants Eisenhuettenstadt, Calbe, Trattendorf III, Magdeburg and 
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Elbe, the first 50-megawatt unit in the Hirschfelde Power Plant in 1955 and 
the first two-shafted turboset in the Trattendorf I Power Plant in 1956, 


The construction of the youth power plants Trattendorf I and Trattendorf ITI 
was begun in 1954, Thanks to outstanding work performance, they were 

able to begin producing electric power in the winter half year 1954/1955, 
Under the leadership of the socialist youth association, 3,000 young people 
took part in youth construction at the Arthur Becker Power Plant and their 
performance was exemplary. After its completion in 1959, it was the largest 
power plant in the republic, 


From the beginning, Soviet specialists were helpful in assisting the power 
plant workers of the GDR, They also supported the development of a training 
program that was expanded to anti-breakdown training in 1961. These measures 
contributed to the fact that the breakdown rate was reduced from 15.9 percent 
in 1959 to 0,2 percent in 1961, Because of the success of the anti-breakdown 
training in Trattendorf, it was extended to all power plants in the GDR, 


On 1 January 1955, the VEB Power Construction was established as a special 
enterprise for the construction and assembly of power plants, large-scale 
transformer stations and high-tension overhead lines, The VEB Power Construc- 
tion put up overhead lines of from 110 to 290 kilovolts with the corresponding 
transformer stations. In the scope of the expansion of the 220-kilovolt net- 
work of the GDR, the 220-kilovolt Trattendorf-Berlin line was completed in 1966, 
Construction of the GDR’s first 380-kilovolt line from Ragow to Streumen was 


begun in 1959. 


In the spring of 1956, a Soviet delegation of specialists for the power economy 
studied the operational conditions in the power plants and the enterprises of 
the electric power network, It made recommendations for improvements in opera- 
tional safety, Subsequently, a delegation of specialists of the GDR’s electric 
power and machine building industries traveled to the USSR to study methods of 
network construction, These exchanges of information contributed to the fact 
that in December 1956, at the time of annual peak load for electric power, the 
entire mobile power plant capacity was tied into the network, That was some- 
thing that no one had considered possible, 


The first pump-fed power station was put into operation in 1958 in Niederwartha 
after a construction time of 4 years, Altogether, the GDR now has the five 
pump-fed power stations Niederwartha, Hohenwartha, Wendefurt, Bleiloch and 
Markerstach, Thay attain a maximum capacity of 1,818 megawatts and are mainly 
used to cover peak demand in the morning and evening hours, 


The Coal and Energy Program passed by the Council of Ministers in March 1957 
provided the impetus for the construction of high-capacity power plants, At 
the same time, it established far-reaching measures to meet the rapidly grow- 
ing demand of the national economy for primary energy through the development 
of new as well as output increases for existing surface mining operations, The 
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cornerstone for the three-stage construction of the Luebbenau High-Capacity 
Power Plant was laid in 1957, After a construction time of 26 months, the 
first 50-megawatt machines in the first plant went into operation and just 12 
months later the entire first plant with a total of six 5O-megawatt units was 
able to start production, This construction time was unexcelled in the world, 


With the further enlargement of the plants Luebbenau II and Luebbenau III and 
the startup of 100-megawatt machines as a first construction of the republic, 
there was an additional increase in the capacity level of energy production, 
In December 1960, the first 100-megawatt power plant unit was tested on the 
test stand, Additional turbosets were brought into the network in rapid suc- 
cession, The capacity utilization over time of the 100-megawatt power plant 
units increased from 30 percent in 1962 to over 80 percent in 1963, 


With a total capacity of 1,300 megawatts, the Luebbenau Power Plant was for 
many years the largest brown coal power plant in Europe and at the time that 
it went into operation it was even the largest in the world, Its full avail- 
ability was attained in 1964, 


With the continuous startup of 12 units in the capacity size of 100 megawatts, 
the Vetschau Power Plant had a substantial part in the energy increase in the 
years 1964 through 1967. Along with the rapid increase in power plant capac- 
ity and thus the more stable supplying of the population with electric power, 
the installation of 100-megaton one-shaft turbines also brought considerable 
savings in costs and material relative to the smaller-capacity units, Thus 
the specific heat consumption per kilowatt hour produced was reduced by about 
16 percent relative to the 32-megawatt units of the Elbe Power Plant, and the 
required number of workers per installed unit of capacity declined by one- 
third, 


As early as 1969, an additional step was taken toward strengthening the energy 
base with the startup of 210-megawatt units at the Thierbach Power Plant, 

This was associated with a further improvement in the efficiency of electric 
power production, Installed in these 210-megawatt units are steam turbines 
and steam generators for crude lignite from the USSR with a capacity of 650 
tons of steam per hour, Experienced Soviet specialists provided valuable 
support in many ways in the assembly, startup, operation and maintenance of 
the new installations, 


In October 1968, the cornerstone was laid for the Boxberg High-Capacity Power 
Plant, a large-scale construction site of German-Soviet friendship, The first 


turboset began trial operation in May 1971. 


— — 
— — 


The 1970's were marked by the transition to large 500-megawatt units for brown 
coal power plants, This took place in close cooperation with the USSR in 
research and industry, The 500-megawatt turbosets built in the USSR were 


installed, tested and successfully brought into permanent operation for the 
first time in our country and thus in the entire CEMA area at the Hagenwerder 


Power Plant, The GDR’s generator building industry made an important contribu- 
tion with the development and construction of boilers for the use of brown coal 


with an hourly steam generating capacity of 615 tons. 
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On 1 April 1976, immediately before the Ninth Congress, the first 500- 
megawatt unit was connected to the network of power stations at Hagenwerder 
Power Plant, Three more went on line at Boxberg Power Plant in 1977, 1978 
and 1980, The high-capacity power plant with an installed capacity of 3,520 
megawatts was thus completed, 


The third 500-megawatt unit went into permanent operation ahead of schedule at 
the newest high-capacity power plant in the GDR, the Jaenschwalde "Youth Power 
Plant.” The startup of the fourth 500-megawatt unit is planned for 1985. Two 
additional block units will follow, 


An important epoch in the development of our republic’s power economy began 
9 May 1966 with the startup of the first nuclear power plant near Rheinsberg. 
Its construction was possible thanks to the comprehensive help of the USSR, 
Because of their rapidly growing capabilities, the enterprises of the GDR's 
industry were able to undertake more than half of all deliveries for the 
nuclear power plant, 


In June 1967, supported by an agreement on cooperation between the GDR and 
the USSR in the construction of additional nuclear power plants in the GDR, 
the Council of Ministers assigned the construction of the nuclear power plant 
near Lubmin to the FDJ as a central youth project, The trial operation of the 
reactor block, which provides 440 megawatts of electric power, began 17 Decen-- 
ber 1973. Through 1979, three additional 440-megawatt units were added to the 
network, 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


SHIPBUILDING STATISTICS FOR 1984--Berlin, 29 Dec (ADN)--The 57,000 workers of 
GDR shipbuilding combine in 1984 built 68 deep-sea freighters, factory ships 
and special vessels. Fifty-seven new vessels were built for the Soviet Union, 
the GDR shipbuilding industry's biggest customer. The “factory trawler" is 
the GDR shipbuilding industry's seventh generation fishing vessel. This new 
type of ship is 50 percent more efficient than its predecessor and is highly 
automated. Its machinery can operate from 16 hours before servicing and 
maintenance work is required. The vessel, equipped with microcomputer sys- 
tems, processes the catch on board on one production line. In 1985 the GDR 
shipbuilding industry is to build 75 new ships. During 1985 the Rostock 
Neptun and Warnow shipyards will be introducing the “Aequator" mltipurpose 
container ships which can be universally deployed. In addition the combine 
is preparing its biggest construction yet, a rail ferry which will be built 
at the Matthias-Thesen shipyard. The 190 meter-long ship is t> be launched 
in July 1985. [Text] [East Berlin ADN International Service in German 

0724 GMT 29 Dec 84 LD] 
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PARTY DAILY SERIES HIGHLIGHTS NEW ECONOMIC LAWS 

Budapest NEPSZABADSAG in Hungarian 31 Oct, 6, 14, 21 Nov 84 
[31 Oct 84 p 10) 

{Article by Katalin Bossanyi and Judit Kozma] 


(Text] In the wake of the position taken by the Central 
Committee of the MSZMP on 17 April 1984 we are gradually 
developing further our economic guidance system. In the 
course of this, beginning 1 January 1985, the conditions 
for management will change in essential elements of 
planning, regulation and the organizational or institu- 
tional system of the economy. In the weeks to come we 
will publish on a continuing basis the most important 
rules for these changes. In the first part, which fol- 
lows here, we describe the regulations dealing with 
enterprises, financial affairs and the banking system 
and dishonest management . 


Modification of tne Enterprise Law 


The enterprise law adopted in 1977 reflected a system of hierarchical depen- 
dence--independent of the size of the organizations or the character of their 
activity--which, with the broadening of market relationships, held back the 
development of entrepreneurial behavior by the enterprises, weakened their 
readiness to assume risk and hindered the development of the democratism of 
enterprise leadership. For these reasons the Presidential Council has now 
modified the enterprise law. 


The basic goal of the changes is to separate economic guidance and the exercise 
of functions connected with operating state property in the competitive sphere 
which embraces the overwhelming majority of enterprises--by developing new 
leadership forms--and thus to realize more independent, or less dependent, 
management of the enterprises. Parallel with this the decision-making rights 
and participation in the leadership of the worker collectives are being 


expanded. 


According to the modification it is a common characteristic of the new leader- 
ship forms that the enterprise collective or a body acting as its representa- 
tive exercises the right of continual operation of the state property and a 
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new type of supervisory system--overseeing the legal order of the operation-- 
is implemented. The establishment of enterprises continues to be in the 
sphere of authority of organs authorized to establish enterprises, expanded 
by the obligation of the founding organ to define in the founding resolution 
the initial property of the enterprise and the organ carrying out general 
leadership of the enterprise. In the case of breaking up or combining these 
enterprises or making their organizational units independent the modification 
separates the decision on merit and the issuing of the founding resolution 
and transfers the right of decision to the body leading the enterprise. 


It follows from the corporate character of the leadership that the status of 
the director changes at these enterprises. Hereafter the body elects the 
director for a definite period--generally for 5 years--and also designates 

the requirements to be realized in the activity of the number 1 leader in con- 
nection with management of the enterprise. The corporate authorities can 
relieve the director only if he does not fulfill these requirements or if he 
himself asks to be relieved. For this reason, the director leads the enter- 
prise independently and with personal responsibility within the framework 
defined in the decisions of the corporate authorities. 


We should talk about the regulation concerning the termination of enterprises 
operating under corporate leadership. Even now the founder could terminate 
state enterprises if the national economy had no need for their activities or 
if the activity could be carried out more economically within the framework of 
another enterprise. In the future, regulation will repeal this termination 
possibility for enterprises under corporate leadership. The basis for the 
decision is that the right of continual operation of state property--which is 
transferred to the corporate authority by the founding resolution--cannot be 
withdrawn in the event of profitable management. These enterprises can be 
terminated only by being broken up, combined with others or being liquidated 
on the basis of a voluntary decision. 


The modification of the law fixes separately the organizational and substantive 
solutions of the new guidance forms--enterprises led by an enterprise council 
or by anelected leadership. According to this the enterprise council (VT) is 
a body made up of representatives of the enterprise leadership and of delegates 
elected by the workers, with the director as a member. The leadership repre- 
sentation consists of the leaders of the organizational units and of other 
leaders delegated by the director while the delegates of the workers are 
elected by a meeting of the workers or by a collective of the workers of the 
Organizational units. The law refers to the organizational and operational 
statutes of the given enterprise in the determination of the size of the VT 

and the ratios of representation. Of significance from the viewpoint of its 
composition is that provision of the law according to which the number of 
workers’ delegates cannot be less than half of the membership of the VT. The 
commission of the delegates elected by the workers is for a definite period 

(5 years), but they can be reelected. The obligation of the delegates to 
report and the possibility of recall gives a guarantee that they will represent 
the opinions of the workers in the course of their participation in the work 

of the VT. The decision-making sphere of the VT extends to strategic questions 
of operations and management. Its decision-making domain includes establishing 
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plans, modifying the field of activity and other fundamental decisions--per- 
taining to management, employment of manpower and the development of financial 
matters. 


For enterprises led by a general meeting of workers or a meeting of delegates, 
the modification of the law--making use of the proven solutions of the self- 
government system for cooperatives--gives the worker collective or its dele- 
gates the right to general leadership and prescribes election of the leader- 
ship as well. The general meeting or the meeting of delegates elects the 
leadership for 5 years. The organizational and operational statutes define 
the operation of the control committee--which can be elected--in accordance 
with the unique character of the enterprise. 


The content of and organizational system for state guidance change with the 
introduction of the new enterprise leadership forms. The most significant 
change takes place in the supervisory system for enterprises operating 
according to the new leadership format: Supervisory guidance and control end-- 
and in the future will be realized only at enterprises under state administra- 
tive supervision. 


But the legality of the exercise of ownership rights is a public interest, 

and in the interest of continually ensuring this the law introduces legality 
supervision for enterprises and cooperatives to be included in the new guidance 
forms, similar to the supervision of economic partnerships and associations. 
This extends exclusively to the legality of internal regulation and operations. 
Thus the supervision does not extend to the management of the enterprise or to 
a review of the usefulness of its decisions. The modification of the law also 
excludes from the sphere of legality supervision those questions which belong 
to the domain of functional guidance and control of the branch, market super- 
vision or authoritative activity and any judgment over those individual matters 
in which labor disputes or court proceedings have a role. The methods of 
legality supervision must be worked out primarily by practice, so the modifica- 
tion of the law establishes only two obligatory rules: An obligation to sub- 
mit the organizational and operationa! statutes and to be invited to sessions 
of the leading bodies are absolutely necessary for carrying out legality super- 
vision. In the event that a violation of the law is established the law gives 
broad rights to take action to the authorities exercising legality supervision. 
But the regulation especially emphasizes that prior to choosing the action 

one must consider the seriousness and frequency of the violations and the pre- 
cipitating causes. 


In regard to the enterprises remaining under state administrative guidance 

the law deals separately with the development of the trust form, the primary 
goal of which is that in the course of this the independence of the trust 
enterprises should increase. According to the modification of the law the 
founding resolution can state that the director's council exclusively can 
exercise the rights of the trust over the trust enterprises. This also 
increases the independence of the enterprises, since every trust enterprise 

is represented in the director's council. In the future the director's council 
or the director general will have the right to direct a trust enterprise to 
perform a definite activity or to regroup their assets only in exceptional 
cases. The Council of Ministers will approve the founding resolution of the 
trust, thus a government decision will be realized in regulating its operation. 
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Changes In the Financial and Bank Law 


With market relationships becoming more general and with the strengthening of 
competition it became necessary to modernize the banking system, primarily 
that there should be an increase in the business or entrepreneurial elements 
in the operation of the banks too, that there should be an effort for profit- 
able management. To do this it was necessary to modify the 1979 law--having 
a framework character--concerning state finances and the 1967 law decree 
dealing with the legal status and tasks of the Hungarian National Bank. We 
will describe the most important elements of the changes together. 


The purpose of the further development of the banking system is to increase 

the importance of financial and credit policy in economic guidance. In the 
interest of this we must strengthen the contribution of the Hungarian National 
Bank to the development and realization of economic policy and national economic 
plans, the organizational system and the system of tools of financial and 
credit policy should be modernized, the sphere of authority of bank of issue 
regulation should be increased and similarly the responsibility of the bank 

of issue in protecting the purchasing power of money. Transforming the banking 
system is a multi-step process. Now--as a first step--there is to be a separa- 
tion of the bank of issue and credit bank functions within the organizational 
framework of the Hungarian National Bank, and a modernization of the operation 
of banks outside the central bank and of organizations conducting financial 
institution activity. 





The independence of the banking system as a whole may be aided to a great 
degree if budgetary and bank of issue finances are delimited more clearly than 
at present--which will also mean an expansion of the functions and spheres of 
authority of the MNB [Hungarian National Bank]. 


The strengthening of the role of the bank of issue in forming economic policy 
as a whole is well illustrated by the fact that in the future the MNB will be 
increasingly responsible for the realization of money and credit policy. It 
will have a paramount role in contributing to a regrouping of the resources of 
the national economy which will increase the ability of the economy as a whole 
to produce income, will influence the development of money savings and credit 
needs, and thus will influence the decisions of the management sphere as well. 
But this will require a more articulated system for the banking institution 
than at present. 


In the future too the Hungarian National Bank will be the central bank of the 
country which will carry out within one organization the bank of issue and 
the credit bank tasks--but functionally separated. ‘he functions of the basic 
bank of issue--for example, exercising a foreign exchange monopoly~--will not 
change. But the role of MNB in the development of national economic plans, 

in preparing decisions connected with economic guidance and in implement ing 
the guiding principles for credit policy defined by the Council of Ministers 
will increase. The MNB will determine the national payments and account ing 
system also in the future, regulate the flow of money, publish the official 
rates of exchange for the forint, collect reserves of gold and foreign exchange 
and carry out the tasks in connection with its membership in international 
financial organizations. Among the bank of issue tasks of the MNB we must 
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stress that the bank of issue supervision and guidance will continue to extend 
to every bank, specialized financial institution, insurance institution and 
various monetary funds. For example, the central bank issues obligatory pre- 
scriptions for bank of issue interest rates, refinancing allocations and the 
centralization of information providing a basis for carrying out bank of issue 
activity. 


But it is a change that hereafter the MNB will also carry out busiaess banking 
tasks--separated from its bank of issue tasks, for example by or; anizing inde- 
pendent branches or subsidiary banks, but within the framework of bank of 

issue regulation. Thus the MNB will continue to be the biggest credit bank 

for the managing organizations, the one with a determining role. In addition 
to providing credit the independent branches or subsidiary banks of the MNB 
will collect deposits and participate in various undertakings. For example, 
they will issue bonds and capital shares--in return for a fee--to expand the 
developmental and venture possibilities of managing organizatious. The busi- 
ness banks of the MNB will continue to keep deposit accounts for managing organ- 
izations and for budgetary and social agencies. But hereafter the minister of 
financial affairs--with the agreement of the presidert of the MNB--can transfer 
the accounts of smaller and less significant managing organizations (for 
example, small enterprises, small cooperatives, etc.) to other financial insti- 
tutions. 


The MNB has a legal right of lien. That is, in the event of past due debts it 
can dispose of the property of the debtors. In the future, however, this 
right will be maintained exclusively in the bank of issue domain--for example 
as surety for refinancing credits--and only in regard to domestic debtors, as 
a business bank it will not make use of it. 


In accordance with the practice already developed the prime minister will 
supervise the Hungarian National Bank in the name of the Council of Ministers. 
But it is ar indication of the changing role and responsibility of the central 
bank in the national economy that hereafter the Presidential Council will 
appoint the president of the MNB. 


The earlier law dealing with state's financial affairs stated that only the 
Council of Ministers could establish a bank, with the exception of savings 
cooperatives, which could be established by citizens. Now this has been 
changed so that hereafter the Council of Ministers empowers the minister of 
financial affairs--in agreement with the president of the MNB--to establish 
banks. These perform their activity according to bank of issue regulation 
and the minister of financial affairs provides supervision. The same thing 
is true of specialized financial institutions established for a definite 
activity on the basis of an ad hoc authorization, with the addition that these 
Organizations can also be created in the form of an economic parthership. 
This category will include primarily those smaller financial institutions 
(funds) which have been established in recent years to finance the innovation 
process. The financial institutions are entitled to establish subsidiary 
financial institutions, but they must obtain a permit from the ministry of 
financial affairs to do so. 











Improper Management and Unfair Prices . 


The National Assembly recently adopted a law forbidding improper management 
which, on the one hand, regulates behavior to be followed on the market and, 
on the other hand, offers protection against any form of improper managemeac. 


The law forbids improper management in general and in several chapters it for- 
bids unfair competition, misleading consumers, limiting economic competition, 
tie-in sales, abuse of economic superiority and use of unfair prices. 


It defines the legal procedures following violation of a ban and the possible 
Sanctions. Among other things it sets the conditions for imposing an economic 
penalty. 


The new law forbids use of an unfair price. Thus, in contrast to earlier regu- 
lations which forbade making an unfair profit in the area of free prices, the 
price comes into the center of regulation. 


The regulations connected with unfair profit were contradictory in many 
respects. Price is a more comprehensive category than profit, for the profit 
is only a part of the price. Price regulation and the various prescriptions 
have to do with prices and not profit, still up to now the basis for responsi- 
bility for price work was not the price but rather profit, in regard to which 
there were no direct provisions--in the free price form. In addition, putting 
unfair profit in the center frequently led to an unjustified "over-evaluation" 
of the work of those working badly, with high costs but little profit, to 
holding back technical development and a reduction in expenditures. But the 
change is also justified by the fact that the role of economic calculation is 
modified. The calculation is made not to justify the costs but rather as a 
basis for enterprise decisions, thus a very different profit can be generated 
for the various products. Thus an exclusive evaluation of profit was in con- 
tradiction to both the price system and the concept of economic calculation. 
So in the future the concept of unfair price will replace the concept of unfair 
profit. 


When is a price unfair? Primarily when it clashes with the prescriptions of 
the law forbidding improper management. The law classifies as improper many 
sorts of behavior which are connected with the formation of prices. For 
example, it is forbidden to take a commodity off the market or withhold it 
from the market prior to a planned price increase, it is forbidden to mislead 
consumers in connection with the quality or utility of the commodity and it 

is forbidden to create a one-sidedly favorable price position by limiting eco- 
nomic competition (for example, by agreements resulting in a high price for 
the commodity, dividing up the market or excluding others). Other cases of 
unfair prices are defined by a Council of Ministers decree. 


An unfair price can arise in the case of products and services in both the 
authoritative and free price form. In the case of an authoritative price the 
price is unfair if the price is higher than the fixed price or the upper price 
limit or if it is lower than the productive price. 
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In the case of the free price form a price is unfair if it is disproportionately 
high, if it is higher than the import price limit prescribed in the special 
regulations, if it is realized by violating the regulations pertaining to the 
following of foreign trade prices in the case of fuels, industrial primary 
materials and semifinished goods in the area of price formation which adjusts 

to foreign trade prices, or if it is formed in violation of the rules pertaining 
to an enterprise in the case of processing industry products. But a price 

is also unfair if the prior reporting obligation is neglected or if the price 

is raised prior to the expiration of the time limit prescribed for suspending 

a price increase. A price is unfair in the event of quality impairment, if 

the enterprise does not take state supports into consideration in setting the 
price and--outside the competitive area--if a lasting increase in costs is 
realized but a reductionin them is not realized in price formation. 


The decree prescribes in detail when a price can be regarded as justified by 
supply-demand relationships and when it is disproportionately high. 


There are special rules for the generation of an unfair price in the area of 
price formation adjusting to foreign trade prices. Here a price is unfair if 
it violates the rules of price formation adjusting to foreign trade prices-- 
including overstepping the import price limit prescribed for the given area. 
If these rules are adhered to then an unfair price cannot arise in this area 
because of a disproportionately high price. 


Finally, the decree prescribes a compensation obligation in the event of an 
unfair price, in addition to the appropriate sanctions. 


According to the law forbidding dishonest economic activity an economic penalty 
must be imposed if a legal person or a private person obtains a significant 
material advantage by violating the provisions of this law or if he causes 
significant damage to a consumer or competitor. A Council of Ministers decree 
prescribes additional cases or rules for imposing an economic penalty. 


Among other things the decree states that an economic penalty can be imposed 
not only on managing organizations but also on every legal and private person 
entitled to conduct economic activity (including associations of the latter). 
It prescribes procedural rules--generally corresponding to rules in effect-- 
and lists special cases for imposing an economic penalty. 


Directives, Compensation 


With the modification of the enterprise law, the introduction of new leadership 
forms and the modernization of market supervision there are changes in the 
rights of guiding authorities to issue directives and in the possibility of 
compensation deriving therefrom. The Presidential Council has approved a 
special law decree concerning these questions. 


According to this a directive is an exceptional tool of state guidance of the 
enterprises which can be used only if the interest of the national economy 
cannot be ensured or cannot be ensured with sufficient effectiveness by eco- 
nomic tools. According to the law decree a directive can be issued to any 
enterprise to carry out home defense tasks; similarly the enterprises can be 
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issued directives in accordance with the provisions of regulations concerning 
foreign trade, trade in agricultural products and market supervision. The 
chief of the founding authority can issue directives to enterprises under 
State administrative supervision also, for example in regard to more signifi- 
cant change or modernization of the production structure. But the Council of 
Ministers must be informed about this in advance. 


In the sase of managing organizations guided by enterprise councils or an 
elected leadership there must be an effort to come to an agreement instead of 
issuing directives. If this cannot be done then prior to issuing the directive 
they must review--bringing in those affected--what sort and what magnitude of 
material disadvantages may accompany execution of the directive. In case there 
is damage to the managing orgaization as a result of the directive--and this 
includes lost profit--the enterprise must be compensated. For this purpose, 

a separate fund will be established, the use of which will be regulated by 

the minister of financial affairs. The authority issuing the directive is 
obliged to take care of the compensation. If this is not done the enterprise 
can turn to the court. The right to compensation expires with the passage of 

l year from the occurrence of the damage. The provisions pertaining to com- 
pensation are not applicable if the directive is based directly on a decision 
of the Council of Ministers. 


[6 Nov 84 p 10] 


{Article by Katalin Bossanyi: "Modernization of Income (Jovedelem) Regulation"] 


[Text] The rules determining the distribution of the 
income produced occupy an important place among the 
factors influencing enterprise management. Thus the 
regulation serving this is of special significance in 
the course of the further development of economic guid- 
ance. In our compilation today we describe new aspects 
of income, price and earnings regulation going into 
effect on 1 January 1985. 





The chief goal of the further development of economic guidance is to have the 
market grade or evaluate the operation of the enterprises over the longer run. 
For this reason, in the future, their management freedom of movement and the 
magnitude of their development or decline will depend more on their ability 

to produce income and pay taxes. All this is strongly reflected in the changes 
in income regulation for the coming year. We should examine how the enterprise 
tax system is constructed, what ratio of the profit produced is shared with 

the state, where simplifications have been made and with what new taxes the 
enterprises must calculate. 


The first change is that the dualism previously employed in measuring results 
comes to an end. In the future the base for taxation will be the profit 
according to the balance instead of the profit serving as a basis for 
accounting--which included various supports or withdrawals. In addition to 
giving a clearer picture at the enterprise and national economic level it 
represents a simplification--and it could increase the independence of the 
enterprises and their ability to bear risk--that hereafter the managers will 


41 











decide whether to generate a reserve fund or not. If they do--and this seems 
to be the more judicious enterprise behavior--they can use this profit reserve 
during the year to finance their activities, make up deficiencies or supple- 
ment their interest [erdekeltsegi] funds. At the same time, there will be a 
significant reduction in the area of various risk and support funds which can 
be generated under more than 25 titles. The industrial and consumer coopera- 
tives can use their profit reserves--without special taxation--to contribute 
to augmentation of the Mutual Support Funds at the interest representation 
organizations (the National Federation of Artisan Cooperatives and the 
National Federation of Cooperatives). 


First among the taxes to be paid from the profit is payment of the city- 
community contribution. This is 15 percent of the enterprise profit. These 
budgetary receipts are the most important funds for the finances of the coun- 
cils. 


It represents a substantial modification in enterprise income regulation that 
the size of the profit tax will be reduced from 45 percent to 35 percent 
beginning in 1985. (In practice, however, the reduction will not be 10 per- 
cent but rather 3-4 percent since the sum of the city-community contributions 
already paid must be included in the tax base.) When calculating the profit 
tax base the profit must be reduced by the sum of the profit reserve, by the 
due portion of repayment of state loans and by the rent payment obligation. 


It is a new aspect of income regulation for the coming year that withdrawals 
proportionate to resources will have a greater role than earlier; this is 
embodied in two new taxes, in a wage and a property tax. 


The wage tax is 10 percent of the wage cost. (The size of the Trade Union 
Social Insurance Center contribution-~40 percent of the wage costs--remains 
unchanged.) Calculating the wage tax base is done with a similar method as 
was used earlier for the during-the-year advance on profit and calculating 
the end-of-year result. A few branches of industry requiring much live work 
or having special technical conditions or price formation are exempted from 
paying the wage tax, or in their case the wage tax will be less. This 
includes, for example, a part of the construction industry, mining and a few 
areas of trade. 


The property tax is 3 percent. One counts as enterprise property the value 
of every building, tool, machine, material, etc--figuring ir the balance of 
the managing organization--and, naturally, all financial assets of the enter- 
prise as well. One does not count in the enterprise property the current 
credits or the fixed assets not yet activated. If an enterprise makes a loan 
to another, hands over developmental funds or tools or puts a part of its 
property into a joint enterprise or association then it does not pay a tax on 
these parts of the property--thus avoiding double taxation. 


Coal mining, some construction materials industries, housing or communal con- 
struction enterprises and, for example, foodstuffs trade do not have to pay a 
property tax. Managing organizations having property valued between 10 and 25 
million forints pay 50 percent of the property tax valid for the competitive 
sphere, that is, the majority of the processing industry, and--temporarily-- 
concessions are being made in a few other areas. The property tax introduction 
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is intended to give the managing organizations greater security than before 
against, for example, withdrawals from the developmental fund during the year 
and over the longer run an interest will be developed so that the enterprises 
will not think so much about expanding assets and increasing personnel but 
rather will primarily increase their working capital. 


This can have various features. It will be worth developing their own activity 
if, for example, the yield from new development is greater than the interest 

on deposits. In the contrary case it would be more justified to save the 
profit in a bank or--in the interest of accelerating the flow of entrepre- 
neurial assets--to buy securities or to invest capital in a profitable under- 
taking in any other area of the economy, for example in return for payment of 
rent. Both the wage tax and the property tax will--in all probability--encour- 
age the managing organizations even in the coming year toward more thrifty 
management, better considered investment decisions and more rational employ- 
ment policies, for it can be seen unambiguously that hereafter it will be 
better--from the viewpoint of taxation--for those enterprises at which the 
profit increases more quickly than the value of the resources needed to pro- 
duce it. 


It represents a change in income regulation that beginning next year the enter- 
prises will be generating a uniform--that is, undistributed--interest 
{erdekeltsegi] fund. This means that after paying the obligations to the 
state they can turn the remaining money freely to development or as incentive 
for their workers, without the earlier “strings" attached. The interest fund 
will be increased by the fact that beginning next year amortization remains 
entirely at the enterprises--heretofore the degree of centralization was 40 
percent--and the free money assets of the managing organizations will be 
expanded by the receipts deriving from the profitable employment of fixed 
assets and from scrapping. The interest funds must be used to cover debts 
owed to the state, possible losses and credits. The earnings [kereset] level 
and earnings increment tax must be paid from this--depending on the kind of 
earnings regulation the managing organization belongs to. 


Up to now the welfare fund could be generated at the burden of costs--on the 
basis of a per capita quota. It now represents an easement that in the event 
of a shortage in the welfare fund the compensation burdens the interest fund 
but with the payment of a progressive tax a good bit milder than before. If 
such funds remain unused they can be put into the interest fund. 


A new tax also burdens the interest fund, the accumulation [felhalmozasi] tax 
connected with new developments. The accumulation tax predictably must be 
regarded as a tool to regulate the business cycle--investment and purchasing 
power. This is well illustrated by the fact that the regulations set the tax 
range from zero to 25 percent, and the concrete magnitude will always be 
decided as a function of the ability of the national economy to bear the bur- 
den in the given year. One does not have to pay an accumulation tax on state 
investments or on the accumulation of money; this latter will predictably 
encourage bank savings. The financing of extra circulating assets does burden 
the accumulation tax. The accumulation tax must be paid in the course of the 
investment process--following the balancing of accounts. 
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The changes in the tax system also affect small enterprises and small coopera- 
tives. With use of the new guidance and leadership forms the small enter- 
prise category ends. But gross income regulation remains for smaller state 
enterprises or small cooperatives providing public services. Profit sharing 
will be built into the income regulation system in the future. Regulating it 
means that the managing organizations can have a share of profit generated by 
their principals on the basis of a research and development contract. In 
regard to changes in income regulation we must also mention that the various 
profit tax concessions--their sphere is smaller than earlier--should aid pri- 
marily the realization of innovation tasks and participation in material and 
energy rationalization programs. 


Finally, the question is justified: Will the ratio of enterprise profit with- 
drawal or the extent of centralization increase in the future? Despite the 
multiple step taxation and the introduction of new taxes--according to the 
calculations of the Ministry of Financial Affairs--the magnitude of central 
withdrawals will not increase; indeed, measured in percent of gross national 
product (GDP), the enterprise payments will decrease, if to a minimal degree. 
One thing is certain, the changes in income regulation will present a hard test 
for the managing organizations. The profitability differentiation among various 
enterprises and branches of industry will obviously strengthen, but probably 
the circle of those managing with low efficiency and a shortage of funds will 
also increase. All this should encourage the enterprises to moderate their 
sources of losses more quickly than before, to discover their reserves, and 
increase their profits primarily with a better organization of work, more 
efficient production, more flexible marketing and conserving on costs. 


{Article by Laszlo Karcagi: "Enterprise Earnings (Kereset) Regulation"] 


[Text] Not even the name is the old one (we used to talk about wage regula- 
tion), which indicates that the new regulation deals with personal incomes 
paid out of wage costs and out of profit together. Hereafter wages, the year- 
end shares and premiums and awards paid out of profit are to be paid under 

the same conditions. 


Beginning in 1985 three forms of earnings regulation will operate side by side-- 
earnings level regulation, earnings increment regulation and central earnings 
regulation. 


The greatest interest involves earnings level regulation, because it contains 
the most changes compared to earlier forms of regulation. In this the enter- 
prise must calculate the tax not on the average enterprise earnings but rather 
on the earnings calculated separately person by person. (The tax is to be 

paid on wages; naturally, it burdens the enterprise profit and not the indi- 
vidual.) The lowest tax, 5 percent, must be established for the wages of those 
workers whose annual earnings do not exceed 24,000 forints. The amounts of 

the tax increase progressively. To illustrate this: The enterprise has a 

tax payment obligation of 6,600 forints for annual earnings of 60,000 forints 
and of 27,000 forints for annual earnings of 120,000 forints. 


There are plans to introduce earnings level regulation at enterprises working 
\ « -<able and suitably high profit. But it can be seen already that every 
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enterprise will not be capable of holding its own in this form of regulation, 
so the managing units of branches listed here can choose in 1985 the increment 
regulation which offers less room for movement but also less chance for a sud- 
den jump. The enterprise can submit this decision up to 31 January 1985, but 
if it decides to do so then it must work in this system of regulation for 3 
years. 


The machine industry, construction materials industry, chemical industry, a 
Significant part of light industry, the full finishing construction industry 
and enterprises working in a few foodstuffs industries, transportation and 
domestic trade branches will work in the earnings level regulation form. 


In earnings increment regulation the enterprise must pay a tax on the annual 
increment in average earnings of its workers employed full time. It is a new 
principle in the tax keys that every increase in earnings has a tax obligation. 
To illustrate with one example, if the annual average earnings of 60,000 
forints increase by 5 percent then the sum of the tax per capita will be 6,000 
forints (10 percent). In this case an enterprise employing 200 workers must 
pay a tax of 1.2 million forints. In order to aid the spread of flexible forms 
of employment one can calculate a tax concession on the earnings of part-time 
workers or those working at home. 


In the future, increment regulation can be used, forexample, by foreign trade, 
planning and investment enterprises. 


Central earnings regulation will remain in those areas where profit interest 
cannot be realized even over the longer run. Thus the tax does not burden 
most of the increase in personal incomes. Earnings can be increased more than 
the defined level, but this increment does have a tax obligation. 


There will also be a form of central earnings regulation which an enterprise 
can choose instead of the earnings level or earnings increment regulation 
designated for it. Those whose profit is so small that they cannot meet the 
general requirements may be forced to this decision. The conditions for this 
regulation are much more strict than those for normal central earnings regula- 
tion. 


When switching to a new regulatory system it may happen that some enterprises 
will get unjustified advantages, a possibility to increase earnings, without 

a real increase in performance. For this reason a so-called supplementary 
element is used in earnings level and earnings increment regulation. According 
to this, if the index of "the added value per forint earnings” of an enter- 
prise deteriorates compared to the preceding year then it must pay an extra 
tax. The magnitude of the extra tax will be 150 percent next year and 75 per- 
cent in 1986. This tax will end beginning in 1987. 


On the basis of preliminary calculations and expectations about 40 percent 

of the managing organizations will use earnings level regulation and 20 per- 
cent will use earnings increment regulation; the remainder will belong to cen- 
tral earnings regulation. 


The system of material interest for workers in higher leadership positions 
will change and will provide greater incentive than earlier in accordance with 
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the new earnings regulation. It is a new element that hereafter this system 
will apply only to the top leader of the enterprise or cooperative (the direc- 
tor or chairman) and incentive for all other leaders will be entirely within 
the domain of authority of the enterprise--of the director. The new incentive 
system will make it possible for the employers to define unique special tasks 
for the top leaders--up to 20 percent of their base wages. About two thirds 
of the total premium will depend on change in the profit proportionate to 
property; this is more sensitive to changes in profit than the profitability 
index that was used earlier. Up to now premiums for those in higher leader- 
ship positions were paid out of the taxed profit; hereafter the interest fund 
will be the source. 


{Article by Judit Kozma: “Price System, Price Regulation") 


{Text] A dual requirement must be realized in the development of the price 
system. On the one hand there must be a substantial strengthening of the 

price function, progress toward a real market competitive price system, 
according to which the domestic producers’ prices for goods and services 

taking part in international trade will move freely--depending on enterprise 
agreements--between the export price and the import price as increased by 
duties. On the other hand the tools of the price system must aid in seeing 
that price increases do not exceed the justified magnitude. Price regulation-- 
which is defined by a Council of Ministers decree and a few supplementary 
regulations--is adjusting to these requirements. 


Thus, in price regulation, we are taking steps in the direction of a real com- 
petitive [verseng] price system. At the same time, in 1985, those tools will 
remain with which the development of the price level can be kept in check. 

The ratio of authoritative price forms will not change substantially; the pre- 
scriptions for competitive type [kompetitiv] price formation will remain-- 
although in a narrower area and with somewhat changed rules; various forms 

of price control will remain and the obligation for prior reporting of price 
increases will still be implemented for free prices in a restricted sphere. 


It is a new requirement that the price must remain within the framework defined 
by the law forbidding improper management or the Council of Ministers decree 
concerning unfair prices. (We described the concept of unfair price in the 
first part of our series connected with the further development of economic 
guidance.) 


The Council of Ministers decree concerning price regulation provides a uniform 
regulation for price formation for industrial products, services and trade. 
For the time being separate regulations will remain to be applied to construc- 
tion industry and agricultural purchasing prices. 


The general rule for price formation is being modified with the change in the 
role of the economic calculation. According to the earlier regulation the 
basis for price formation was the production cost of the product and a profit 
which did not conflict with the ban on unfair profit. According to the new 
provisions the price of the product must be developed on the basis of market 
relationships, taking into consideration the justified costs. The regulations 
define in detail what we can regard as justified costs. 
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The obligation to prepare a price appraisal is being modified. It remains 
only where other calculations and documentation pertaining to it do not ensure 
that the prices can be checked. For example, it remains for industrial prod- 
ucts characteristically based on production cost price formation (for example, 
in the area of printing industry, construction materials industry, paper 
industry, foodstuffs industry and some chemical industry articles). In areas 
adjusting to the foreign trade prices (for primary materials and for the 
leading enterprises of the processing industry) there is no need for a price 
appraisal even this year, if the enterprise is able to document that it fol- 
lows the foreign trade prices. This provision will remain; indeed, the decree 
makes it possible for the price following enterprises not to have to prepare 
@ price appraisal if they can justify the guide prices applying to them in 

a satisfactory way. 


Price formation for energy and primary materials will not change essentially 
in regard to industrial producer prices. In the processing industry, however, 
there will be a gradual extension of the real competitive [verseng] price 
system--the “price club” is expanding. That is, in harmony with the consoli- 
dation of the balance of supply and demand and with the development of internal 
competition relationships, the rules for competitive type [kompetitiv] price 
formation will no longer apply to those enterprises which continually prove 
their competitiveness by virtue of their export and which are not in a monopoly 
situation domestically, so that they must adjust to the needs of the customers. 
"Membership in the price club” can still be achieved by means of a competition 
{[palyazat]. (According to the thinking, exemption from the prescriptions for 
competitive type [kompetitiv] price formation will affect 40 percent of the 
processing industry production in 1985 as compared to 15 percent at present.) 


Where competitive type processing industry price formation does continue there 
will be an end to the prescription pertaining to export profit and only the 
obligation to follow the export price level will remain. 


In the construction industry the goal is a gradual spread of the undertaking 
price system, in harmony with a strengthening of competition relationships. 
General price regulation prescriptions will be realized in most of trade--here 
also market price-centered price formation will take the place of cost~-centered 
price formation. The guide profit keys will remain unchanged in some areas 

of trade. In regard to enterprises engaged in wholesale trade of consumer 
goods it will continue to be valid as a special prescription that the balance 
of deviations from prices generated with enterprise profit keys justified on 
the basis of costs or with the guide profit keys should remain within the pre- 
scribed framework. 


In connection with the regulation of consumer prices the provisions have des- 
ignated those products for which consumer price supports will remain for some 
time. These are milk and milk products, household energy, medicines, passenger 
transportation, state housing, drinking water and sewerage, child institutions, 
some cultural products and cultural and health services. This does not mean 
that the prices of these will not rise, but it does mean that significant sup- 
ports will remain for a long time in the case of these products and services. 
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In the case of some products supported earlier (for example, basic foodstuffs, 
children’s clothing and basic school articles, construction materials and a 
few other products) a preference will remain--of a smaller magnitude than for 
the foregoing--in that prices are set without the turnover tax. 


In the future we will begin to develop a turnover tax system operating with 
four tax keys: 0, 11, 22 and 30 percent. The presently valid 1l-percent 
turnover tax key will continue to apply to the great majority of industrial 
articles; the 22-percent key will be applied to adult clothing articles and 

the 30-percent key will be applied in the field of cosmetics and automobiles. 
In the case of luxury and amusement articles a consumption tax will supplement 
the turnover tax system. The four-type turnover tax key will be applied gradu- 
ally beginning in 1985 in harmony with standard of living policy. 


[14 Nov 84 p 10) 


{Article by Miklos Vallanyi, state secretary for agriculture and food: “Eco- 
nomic Conditions for Agricultural Production") 


(Text] With a further development of the regulatory system for the agrarian 
branches--agriculture, the foodstuffs industry and forestry--we want to serve 
important and rather well known goals. We want to put an improvement in 
efficiency in the foreground--with increased incentives. We want to have a 
stronger effect on the development of a production structure which adjusts to 
domestic and foreign market needs. We are increasing the independence of the 
managing organizations in the distribution of income. We are making operations 
and guidance more democratic. We are creating a closer link between the effi- 
ciency and profitability of enterprise operations and the earnings of workers. 
We are trying to see that the producer prices for agricultural and foodstuffs 
industry products result in increasing consumer prices for the basic food- 
stuffs only to the most necessary degree. 


With regard to the close link of agricultural and foodstuffs industry produc- 
tion, their dependence on one another, we consider important a further expan- 
sion of forms of cooperation between the managing units--state enterprises 
and producer cooperatives. In the interest of this, beginning in 1985, the 
same income regulation system will be realized in agriculture not only in the 
four foodstuffs industry branches which have worked thus far in a gross income 
interest system--counting profit and wages together--but also in the meat, 
milk, grain and sugar industries, on tree farms and in enterprises dealing 
with agricultural trade. 


Branch Peculiarities 


In the course of modifying the regulators we had to consider the 1985 produc- 
tion tasks and the peculiarities of the agricultural and foodstuffs producing 
branches, in addition to the principles and aspirations valid in the economy 
as awhole. It follows from this that in some areas we will use regulatory 
solutions which deviate from the general ones. Thus in this branch they will 
not pay 4 property tax and a separate wage tax is not valid either. 


Prices will be modified in 1985 in the area of agriculture in a relatively 
narrow sphere. Due to the increase in industrial producers’ prices, import 
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prices and the costs of trade and due to a small degree to the reduction in 
supports, the prices of some tools of production, services, artificial fertil- 
izers, crop protection and herbicide materials, some machines and fuels, rail 
freight fees, postal fees, etc will increase. To compensate for the extra 
costs deriving from this the purchasing price or price supplement will 
increase for a few basic agricultural products such as sugar beets, export 
apples, milk, slaughter cattle, slaughter sheep and wool--together with the 
price increases which can be taken into consideration for free price agricul- 
tural products. 


In harmony with the authoritative regulation of the consumer prices for basic 
foodstuffs, authoritative price fixing will remain for the most important agri- 
cultural and foodstuffs products and for the basic tools of product ion-- 
artificial fertilizers, some crop protection materials and agricultural 
machines. But at some points the price system will become more flexible and 
there will be more price differentiation according to quality. Thus fall 
ripening potatoes will go into the free price form, and an orienting price 
rather than a fixed price will be used for sunflowers and edible rye. Price 
differentiation according to quality will increase for sugar beets. 


As a whole the cost and price changes will moderate the profit of basic agri- 
cultural activity by about 4 percent, which can be largely compensated for 
with improved efficiency and better organized work. Within the framework of 
the further development of the economic regulator system we are striving over 
the longer run to strengthen the role of prices and gradually eliminate sup- 
ports which supplement receipts. Only modest steps in this direction could 
be taken in 1985--primarily because of the interdependence of a purchasing 
price increase with consumer prices. In addition we had to pay attention to 
the fact that in some areas supports aid more effectively than prices the 
realization of our production policy goals. 


It represents a change in operational supports that--in addition to increasing 
the magnitude of the price supplement for milk and for slaughter cattle--we 
are introducing a support (a slaughter sheep price supplement) in sheep 
raising linked to the marketing of the final product, instead of the exchange 
of breeding stock. 


Supports System 


Agricultural investments that require capital and take a long time to pay off 
(plantation, melioration, developing milk production and hog fattening) can 
still be realized with supports. With the modification of the support condi- 
tions going into effect at the beginning of 1985 we want to encourage solu- 
tions which save on assets and energy, to encourage modernization and expan- 
sion of existing capacity and use of by-products. 


Together with this we are regrouping some of the support sources to develop- 
ment of irrigation and mechanization of sugar beet production. A support of 
40 percent can be used for the special machines for sugar beet production, 
on the basis of a competition, and a support of 20 percent can be used auto- 
matically for machines for irrigation. 
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The agricultural operations will continue to get interest refunds--on credits 
assumed for specified investments--as part of the supports system. For invest- 
ments starting after 1 January 1985 this will be 5-7 percent as opposed to 

the 2-4 percent thus far. Beginning next year the foodstuffs industry enter- 
prises will get interest rebates also for some investments--primarily for 


storage. 


In addition to the agricultural price regulation based on average conditions, 
we will compensate with special support the justified extra costs of agricul- 
tural operations with unfavorable setural conditions. Beginning in 1985 all 
farms with plow land weaker than 19 crowns will share in price supplement sup- 
pert under this heading according to uniform principles. 


Instead of the separate price supplements used thus far--differing by product 
and zone--supports differentiated according to land quality can be calculated 
on the sales receipts for agricultural production. A higher price supplement 
will be given for the sales receipts of crop production, cattle and sheep 
branches and a lower one for the sales receipts of other animal raising. By 
developing the new supports conditions it was the intention to strengthen the 
decision-making possibilities of the common farms in the development of a pro- 
duction structure best suited for local conditions. The choices at their dis- 
posal thus far will also remain. 


In general the tax system and its extent will not change next year. But 
beginning next year 3 percent of the gross income must be paid in, instead of 
the present 1 percent, under the heading of the city and community contribution. 


One of the most important measures within the framework of a modification of 
the regulator system is the further development of earnings regulation. The 
goal of the modification is to introduce regulatory conditions which will 
create a closer link between enterprise performance and the development of 
earnings. Three earnings regulation systems are introduced in the agricul- 
tural branches--with regard to differing natural and economic conditions and 
the variegated production structure--and the farms can choose among these on 
the basis of their own decisions. But they cannot deviate from the chosen 
system for 3 years. 


One system is labor bill regulation, according to which the labor bill can be 
increased by 0.4 percent for every Il-percent increase in the so-called added 
value. If the added value decreases then the tax-free wage bill also 
decreases. This type of earnings regulation completely ends an interest in 
maintaining superfluous personnel--so-called padding. All of the wage savings 
deriving from a reduction in personnel remain at the cooperative, state farm 
or enterprise. This system also provides a strong incentive for conserving 
assets. 


In wage level regulation depending on gross income the wage level can be 
raised tax-free by 0-6.0 percent depending on the development of the gross 
per capita income in the preceding year--gross income counts wages and profit 
together. The concessions to encourage vegetable production which requires 
live work and to encourage a reduction in personnel remain. This regulation 
is favorable for farms which even previously attained high gross per capita 
income levels and it will encourage them to improve efficiency further. 
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The two above systems are supplemented by payment of shares dependent on the 
level of per capita profit, the tax-free amount of which can be 1-18 percent 
of the wage bill. 


A new type of regulation which can be used across the board is the so-calied 
large operation earnings taxation, in the case of which the enterprise or coop- 
erative must pay an earnings tax on the annual earnings of the workers deriving 
from the large operation--using progressive bracket tax keys (between 0 and 50 
percent )--from its profit. For this system, in order to keep the out flow of 
earnings within the planned framework, there is a temporary supplementary rule 
according to which an extra earnings tax (250 percent) must be paid on that 
part of an average earnings increase exceeding 5.5 percent--not proportionate 
to the improvement in efficiency. This new type of earnings regulation gives 
@ greater possibility than before for the introduction of an internal enter- 
prise interest system based on rewards according to performance and for 


rational manpower management. 


Investment purchasing power must be regulated in 1985 too in the interest <«f 
a balanced development of the economy. In the agricultural and foodstuffs 
producing branches this task is taken care of by the accumulation tax, the 
base of which is investment expenditures and the sum turned to increasing the 
circulating fund. The amount of the tax will be between 8 and 23 percent in 
the various land quality farm groups. Taking production development factors 
into consideration, there will be no accumulation tax for plantation, meliora- 
tion, the purchase of machinery serving the basic agricultural activity or for 
increasing the stockpiles of agricultural products they produce themselves. 


Uniform Interest [Erdekeltsegi] Fund 


Beginning in 1985 the system of generating and using funds and the regulation 
of dividing up the income will charge significantly, becoming more flexible. 
The portion of the profit remaining after payment of the city and community 
contribution and the income tax and the sum available from the amortization 
for the year (including the parts previously designated for the developmental 
fund) go into a uniform interest fund. From this one can finance all those 
expenditures which cannot be counted as costs. 


The most important of these are obligations existing vis-a-vis the state and 
the banks (the earnings regulation taxes, paying back developmental credits, 
etc), replenishing the circulating fund, expenditures involving investments 
and shares, and purchasing of bonds. In the area of the state farms it repre- 
sents a change that a centrally managed Enterprise Cooperation Fund is being 
established--similar to the Mutual Support Fund operating for producer 
cooperatives--the chief task of which is to extend loans intended to alleviate 
problems associated with solvency. 


The economic conditions which will be realized beginning in 1985 place greater 
requirements and a higher standard before the agricultural and foodstuffs pro- 
ducing enterprises. At the same time, in a number of areas the earlier 
restrictions--which held back efficient growth--have been dissolved, which 
increases the decision-making possibilities and thus the independence of the 
enterprises. This can be interpreted as meaning that the new conditions-~in 
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harmony with the national economic goals--will create greater freedom of move- 
ment than before, greater possibility for further development, for those pro- 
ducer cooperatives and enterprises which manage their resources rationally 

and adjust their production activity to the needs of the domestic and foreign 
market. 


[21 Nov 84 p 10] 


{Article by Katalin Bossanyi: "Changes in the Investment Decision-Making 
System" ] 


(Text] The categorization of investments vill change significantly at the 
beginning of next year and, closely connected with this, there will be signif- 
icant changes in the system of deciding on developments and in the risk and 
responsibility connected with this. The Council of Ministers recently passed 
a resolution on this and a joint Planning Office and Ministry of Financial 
Affairs decree has appeared concerning implementation. 


When interpreting the changes it is justifiable to look back at the investment 
decision system used thus far. From 1968 to today, the developments being 
realized in the most varied areas of the economy were listed in essentially 
two investment categories, the categories of state and enterprise investment. 
This distinction was made in recognition of the creation of enterprise indepen- 
dence after 1968, for prior to that the National Plan Office or the special 
ministries decided concerning every development. But this categorization--as 
proven by the time which has passed since then--was not very precise concep- 
tually in either the legal or economic sense, and contrary to the goal of the 
reform it gave scope in practice to a blurring of the decision and responsi- 
bility system. 


It strengthened this process that the great majority of the various large 
investments, stressed developments or central programs, decided on by the state, 
were realized at the enterprises; the enterprises were not sufficiently pre- 
pared for this--because of planning contradictions, the lack of construction 
industry capacity, and a shortage of money--but they had to assume the respon- 
sibility. 


Business Undertakings 


The regulation which will be valid next year--with a coordination of invest- 
ment decision-making and a system of full responsibility connected with this-- 
is aimed at seeing that enterprise developments are realized primarily as 
business undertakings. The basic ordering principle is that hereafter invest- 
ments will always be decided on at those levels where the domestic and inter- 
national information for efficient realization is most available and where 

the responsibility--financial and technical--that goes with the decision can 

be assumed. According to this conception the investment decision-making system 
going into effect at the beginning of next year will maintain the guiding role 
of the state in the most important questions of economic~strategic significance, 
but it will not intervene in those investments in the case of which the respon- 
sibility, the degree of assuming and bearing risk, definitely belong to the 
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Managing Organizations. Hereafter, in the wake of this, investments will be 
put into four different categories: those involving a central, council, enter- 
prise or privately initiated decision. 


The central decision category is narrower than the earlier state designation 
was. Beyond the conceptual precision, this also indicates a substantive change, 
for hereafter there will be a central decision only about those large invest- 
ments of national significance which requires an assumption of responsibility 

at the government level, preparation for which requires comprehensive state 
coordination, and which involve such large outlay of capital that the role of 
the budget in financing will be determinant. By way of illustration, central 
decision will be made about developments having a fundamental influence on 

the infrastructure, and in the industrial sphere about investments having a 
determining influence on mining or electric power. For central decision 
investments the decision will be made in two steps: approval of the develop- 
mental goal and approval of the investment proposal. In every case the Council 
of Ministers or--in case of its being so empowered--the State Planning Committee 
will decide about these. 


Central Instead of State 


Central decision will also be made about those developments, among the special 
group investments, which are of outstanding significance for the national econ- 
omy and the realization of which requires more than regional coordination. 

The majority of these will serve infrastructure development. Their technical 
and economic conditions will be defined 5 years in advance by government 
approval of a coordinated investment proposal. But the appropriate ministries 
Or agencies with nat‘.onal authority will decide about planning and realization. 
A few larger community investments will also fall within this decision domain. 
But in their case the national economic plan will define only the size of the 
financial assets that can be put at their disposal; making the investment 
decision will be the right of the designated organization. (This is an impor- 
tant restriction, because it makes it possible for the designated organization 
not to undertake it in an economically justified case, or it can accept the 
commission only under definite conditions.) 


The definition of investments involving council decision and responsibility 
could bring an essential change in strengthening regional development and 
ivcal self-government. Hereafter all county, city and community investments 
will be listed here; most of them will be housing construction and community 
cevelopments. (Their financial base will be provided in part by the city- 
community contribution paid by managing organizations.) Prior to a council 
investment decision the opinion of the people affected by the development must 
be requested. In the case of smaller communities this can be done directly; 
in larger settlements the will of the people will be realized via a corporate 
decision. In addition to increasing council independence, this decentralized 
decision and responsibility system means greater control, because in this way 
people will really cut their coat according to their cloth. But it is also 
an important change from the viewpoint of broadening residential democracy-- 
the right and responsibility to have a say. And not least of all it may pro- 
vide greater incentive than heretofore that the people can help realize the 
local goals with their savings--for example by buying bonds--improving the 
living conditions where they live. 
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Enterprise Ventures 


The more precise delimitation of enterprise investment decisions should resolve 
the separation of decision-making and realization, financing and risk-taking 
that have caused so many tensions up to now. Naturally the enterprises may 

use for their developments not only their own resources but also credit, if 

the bank agrees with the developmental goal and the method of realization. 


In the years ahead--as is well known--what will come into the foreground in 
the national economy are not developments initiating significant macrostruc- 
tural changes, requiring great risk and capital investment but paying off more 
slowly, but rather small and medium size investments which help more to trans- 
form the product structure, to accelerate innovation and accommodation to the 
market. And these will require primarily enterprise decisions. At the same 
time, the state wants to encourage this process and the speed of accommodation 
to the market not in an administrative way with higher decisions but rather-- 
and this is a very noteworthy change--with economic tools. So state interven- 
tion, that is, the character of the intervention, will change. For example, 
the state will promote with tax concessions, swifter and more effective real- 
ization of enterprise developments that it prefers, it will give central sup- 
port or offer state credit. It can give temporary or permanent capital awards 
to developments involving larger investment and representing more comprehensive 
goals in return for payment of a fee or--perhaps as a stock-holder--it might 
increase the enterprise base capital in proportion to a profit share. 


Special mention must be made of the fourth investment decision category, the 
private sphere. These developments will be concentrated primarily on produc- 
tion at home and will include investments connected with household plot farming 
and various small undertakings. The principle in these cases is the same, 
people should start such developments only if they can produce the material 
cover for their realization; they cannot pass the risk for their decisions 

onto the state. 


Accelerating Capital Flow 


The investment categories and changes in the decision-making system are built 
in organically into the process of modernizing economic guidance and are linked 
well with changes in other regulatory elements--primarily income regulation-- 
encouraging more market-oriented management behavior; at the same time they 
increase the responsibility of corporate decisions at enterprises going into 
the new leadership forms. The present changes also require a very substantial 
transformation of investment attitudes. They require a recognition-~and 
application--of the principle that investment is not exclusively a project 
embodied in buildings and machines but rather is a business undertaking which 
expands assets and invests money where it will produce the greatest profit. 
Thus the modernization of the investment decision-making system is linked to 
accelerating capital flow, regrouping assets among managing organizations and 
to increasing the ability of the economy to produce income. 








{Article by Judit Kozma: "Market Supervision"] 


(Text ] According to tne basic principles for the further development of eco- 
nomic guidance the regulated market mechanisms must basically ensure the bal- 
ance of supply and demand on the domestic market. But if these mechanisms 
are to function without disturbances and keep the economy on the path defined 
by the national economic plan there is also a need for concrete measures, so- 
called market supervision measures. 


Market supervision is an organic part of economic guidance, a uniform, compre- 
hensive government task. Its basic function is to aid the undisturbed develop- 
ment of trade processes (acquisition, marketing, stockpiling, supply to the 
people and, interdependent with these, production), to expand the effective 
domain of market relationships, to promote the development of economic com- 
petition and the development of a supply-demand balance. If there are dis- 
turbances on the market, if tensions arise, market supervision will influence 
the trade processes, but primarily it will try to prevent disturbances. 


It must carry out these tasks basically by regulating trade, with indirect 
market tools. Since, interdependent with the increase in enterprise indepen- 
dence and the strengthening of market relationships, it is desirable to sig- 
nificantly reduce ad hoc intervention in enterprise management, direct tools 
can be used only as an exception, in a narrow sphere and in writing--in 
accordance with special regulations. That is, a directive can be issued only 
if the given goal cannot be achieved by other means. 


In accordance with all this, market supervision, among other things, watches 
the trade processes and the operation of the contractual system. It analyses 
the market competition, the proportions of supply and demand serving to 
strengthen competition relationships, analyses the possibilities for devel- 
Oping a market system, market types and organizational frameworks promoting 
rational economic competition and makes proposals for the necessary measures. 
It takes action against abuses of economic superiority and abuses deriving 

from a monopoly situation. It checks adherence to the law forbidding improper 
management and in the event of violation of the regulations it takes the neces- 
sary measures. 


The government decree concerning market supervision is based on the idea that 
the market is a uniform whole; thus it is not possible to break market super- 
vision work down into branches. For this reason the agency for market super- 
vision with national authority is the National Material and Price Office, which 
carries out its tasks in cooperation with the branch ministries. 


In a few areas the government decree gives the National Material and Price 
Office exclusive rights. Theseinclude the use of the intervention fund, man- 
agement of central stockpiles, measures limiting trade and issuing market 
supervision directives. This centralization serves a proper weighing of the 
ripple effects of the measures and the realization of a uniform view in market 
supervision activity. Centralizing the measures also requires cooperation 

with the branch ministries, which, by virtue of their professional information, 
can aid in laying the proper foundations for the measures. 
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In certain areas the government decree also hands over the market supervision 
rights to the branch ministries. Production, distribution and use of energy 
belong to the domain of the Ministry of Industry, transportation to the domain 
of the Ministry of Transportation, production and processing of vegetables, 
fruit, potatoes and grapes to the domain of the Ministry of Agriculture and 
Food, postal affairs and telecommunications to the domain of the Hungarian 
Post Office, domestic trade in consumer goods to the domain of the Ministry of 
Domestic Trade, trade processes serving human health services to the domain 
of the Ministry of Health, public culture and artistic services to the domain 
of the Ministry of Culture and water management to the domain of the National 
Water Affairs Office. 


In addition to all these things the branch ministries received the possibility 
of carrying out other market supervision tasks as well. These tasks include, 
emong other things: an analysis of market processes; competition and honest 
management; working out proposals connected with these things; e.g. publishing 
measures connected with shortening trade paths; modernizing technology and 
technical regulation; organizing and operating an information system in connec- 
tion with market supervision. In all of this, however, the branch ministries 
must cooperate with the National Material and Price Office. 


But only the National Material and Price Office can issue a directive--with 
the exception of those areas in which the branch ministries have market super- 
vision authority. The prior approval of the Council of Ministers is needed 
for the more significant, more important market supervision directives; and 
the government must be informed about affairs of lesser significance. 
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HUNGARY 


ENTERPRISE DIRECTOR STRONGLY FAVORS BUSINESS WORK ASSOCIATIONS 
Budapest OTLET in Hungarian 22 Nov 84 p 30 


[interview with Adam Angyal, managing director of the Hungarian Ship and 
Crane Factory, by Peter Kertesz: "The Managing Director"; in Angyal's 
office, time not specified] 


[Text] On the strength of his appearance, 40-year-old Adam Angyal could 
take part in a Paul Newman look-alike contest. He is a trained economist 
by profession and a genuine business executive. I would call him the 

“new type," if I didn't know that the Hungarian economy thirsts for people 
with a similar turn of mind. On New Year's Day, he will celebrate--if he 
celebrates at all--the first anniversary of his appointment as managing 
director of the Hungarian Ship and Crane Factory. Rumor has it that he won 
out over some big names. 


It's not my first visit at his current residence. (His predecessor, Janos 
Szep, honored me with his hospitality on several occasions.) In the 
meantime, the office has changed: the desk has ended up beside the entrance 
door, thereby shortening the transaction of affairs, so to speak. My 
appointment is scheduled immediately after that of a foreign trader. But 

I gain admittance even earlier, and burying myself in my notes, I can listen 
to the head-spinning dialogue. The relationship is far from that of boss 
and subordinate, and it is not the way it is for my sake. The boss listens 
attentively to one of his “right-hand men," adds some remarks and then 
sends him on his way in an agreeable fashion by saying: "Make things happen! 
Get what you can out of the affair!" 


I can bring up at once an attention getter I brought along with me: there 

is a rumor throughout the shipyard--it was also heard in a public forum--that 
except for him everyone may be a VGM [business work association] member. 

Is it actually that way? 


Here is the astonishing reply: "I would really like that!" 
[Question] Even if you had suitable manpower available? 
[Answer] It isn't fair to assume what doesn't exist. And besides, the 


enterprise business work associations have quite a few advantages which have 
nothing to do with the manpower situation. 
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[Question] Could you mention some of them? 


[Answer] To begin with, if 2,000 persons would now apply for employment, 

we could give them work, blue-collar and white-collar alike. Which does 

not alter our observation that those who work in the VGMs are somehow better 
connected with the enterprise. Also because in general they take home two 
paychecks for--let's say--one and a half times as much work. On the other 
hand, their work is more diverse, varied, and people like that. A single 
concrete example: at the main shipyard of our Obuda factory unit, everything 
deterred people from wanting to work there, the work standard, the rigors 

of weather, unhealthful working conditions. Yet the exodus has stopped, and 
85 percent of the people are in some kind of VGM. 


[Question] I've also heard that the welders take home 15-20,000 forints a 
month. On the other hand, if I understand correctly, the fixed wages are 
only 11,000 forints... 


[Answer] I envy the welders, but without them my good ideas would be useless. 
At the same time, I can learn a lot from them. To give just one example: the 
threefold requirement for choosing leaders is well-known. Well, in the VGMs 
this happens spontaneously, and it yields results no worse than our highly 
praised system of criteria. In fact, I'm not at all certain today that 
central selection is better. I'm convinced, namely, that we can safely 
entrust the workers with the selection of a leader from among themselves. 
This may also pertain to an entire department...Next: our organizational 
troubles are well-known. In primary worktime, the slightest snag in 

material or design--or the shortage of anything--is enough to bring operations 
to a standstill. This is inconceivable in the work associations. Everything 
is procured for them so that they can work uninterruptedly, without their 
explaining to anyone what's going on. Anyone who's admitted into a VGM 

knows this. Nobody has to be spoon-fed, and the workers are not overrun 

with paperwork. Unfortunately, for a long time we thought that, for example, 
a group leader whom we swamped with regulations was stupid. What we should 
have said instead was: “Here, do it." 


[Question] How is income distributed in the VGMs? 


[Answer] Much more sensitively than in the traditional setup and 
independent of social policy and of who has what kind of social function... 
He who has not worked does not make any money...Distribution according to 
work is carried out flawlessly by these spontaneous organizations. Thus I 
can draw the conclusion that the most advisable thing is to have surplus 
work done by those who do it otherwise. 


[Question] I don't fully understand this... 


[Answer] But it's simple. The way it was previously, we tried to make up 
for deficient manpower with outside business firms. I do it with 
employees of producer cooperatives. The people bave to be trained and 
given instruction in work safety...But the VGM member continues the work 
he started. He's familiar with the tricks, the unforeseeable difficulties, 
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that is, there's a significant reduction in costs if we entrust the surplus 
work to our own people. It costs the company 250 forints an hour for a 
foreign contract employee, 160 forints for a producer cooperative employee, 
and 60 forints for a shipyard worker. If the latter also works for us in a 
VGM, it means an hourly wage of roughly 100 forints, substantially less 
than what we're required to pay the others. We now have 360 Polish and 
Czechoslovakian workers under contract. 


[Question] This is all well and good, but the VGM workers have practically 
no time for anything besides work... 


[Answer] In addition to the regular 176 hours, they generally put in 30 extra 
hours a month. The upper limit is 100 hours. They put in 1 to 3 hours a 
day, but they do the greater part of it for their companies on their days 

off. Everyone works out his own schedule. In the days of overtime, it paid 
off if someone put in at least 4 hours after the regular workday. Because 

of the bonus! 


[Question] And what does the trade union say to this? 


[Answer] The trade union has limited extra work to 30 hours, which can 
be doubled with special permission. But let's not forget that meanwhile 
the standard worktime was reduced from 48 to 42 hours. I don't dispute 
that it would be ideal if society could produce all it needs in a 40-hour 
week. We're not capable of that, however. The VGM is a special kind of 
prop for getting things done, maybe not the most perfect but in any case 
better than overtime or moonlighting...It's possible, of course, to 
complain: why isn't 40 hours enough. But this doesn't solve the daily 
production tasks. 


[Question] Just the same, what kind of work association would you not give 
your blessing to? 


[Answer] If, for example, qualified engineers wanted to do cleanup work, 
I'd say no. Fortunately, however, they're not forced to do such. 


[Question] How would you manage if the conditions for establishing these 
work associations had not been created? 


[Answer] We would have found some kind of solution in that case, too. 
After all, it was possible to build socialism during 3s decades without 
them. I think they came just in the nick of time for me. Otherwise we 
hardly would have been able to get people to do extra work. 


[Question] In your opinion, can this practice be reconciled with 
socialist competition? 


[Answer] If we deliver a ship by the deadline, I never ask how it was 
managed. There's a lot cf human willingness to sacrifice involved, and that's 
all there is to it. In wy view, honest work and competition are one and the 
same. I don't consider it the least bit inconceivable that in the near 
future we'll be able to address the best VGM leaders as Outstanding 

Workers into the bargain. 
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HUNGARY 


INFORMATION OFFICE OFFICIAL ON NEW PRESS SCHEDULE 
LD291652 Budapest Domestic Service in Hungarian 0545 GMT 29 Dec 84 


[Text] [Presenter] As we have reported, from 1 January, the customary 
schedule for the publication of dailies will change. Bela Gyori has asked 
Rezso Banyasz, Council of Ministers Information Office chairman and state 
secretary, to comment. 


[Begin recording] [Gyori] Two weeks ago, MTI, and we, in our programs, 
announced that the national and county dailies would, as from the New Year, 
appear on Monday, instead of Sunday, while preserving the hitherto six pub- 
lications per week. The HETFOEI HIREK, as from 6 January, can be purchased 
by reachers on the last day of the week under the name VASARNAPI HIREK’'. 
Why this change? Is this change the result? 


[Banyasz] For a long time, the requirement of our population for information 
has steadily increased. As a fine indication of the growth of our socialist 
democracy, our printing offices regularly publish over 1,700 publications. 
Although the number of political dailies has not changed in recent years, the 
extent to which they are read has been steadily rising. This can be per- 
ceived especially in the case of county newspapers. 


To mention only some statistics: The 5 national dailies, NEPSZABADSAGC, 
NEPSZAVA, MACYAR NEMZET, MAGYAR HIRLAP and ESTI HIRLAP, appear daily in 1.8 
million copies on average, and the number of copies of newspapers in the towns 
in counties reaches 1.2 million per publication. The number of copies of in- 
portant weeklies is more than 6 million. The number of radio listeners is 
equivalent to the number of families, that is, 3.2 million. The number of 
television viewers is 2.9 million. For the population, television, radio and 
the press together are the main source of information. Some kind of daily 
reaches four-fifths of Hungarian families. The great majority of the adult 
population therefore can be considered as regular readers of dailies. 


[Gyori] I believe that this change is the consequence of our weekly way of 
life having changed. We work a 5-work-day weekly scheduled. We read in a 
different manner and at other times. 


[Banyasz) Yes. The press is a living organism, which must closely adjust to 
the processes taking place in society, to the changes in living circumstances 








and the population's customs. Uaving Saturday off has become general in our 
country. The change in living style stemming from this provides people with 
more time for culture, reading, and naturally, for reading newspapers. Thus 
far, our mass media has endeavored to take into account the increased require- 
ment for trustworthy and comprehensive information and the greater leisure 
time at weekends. Several weeklies have timed their publication for the week- 
end. The dailies publish their largest issues on Saturdays from the viewpoint 
of length and contents. 


At the same time, it is generally known that during most of the year, on 
weekends people go on excursions, travel, work in their gardens, seek relax- 
ation on their plots or on the waterfront, in the mountains; that is, they 
leave their dwellings en masse. For this reason, the demand for Sunday news- 
papers has perceptibly decreased. However, on Monday, although the readers 
readily would have purchased fresh morning papers, they are not available. 
Furthermore, television does not broadcast programs or “ondays. This is why 
it became timely--this also was indicated by the expe ‘ .<es of several sur- 
veys--that the system of publication of our newspapers should adjust better 


. to the new allocation of free time for families. 


[Gyori] Until now, the bulkier newspapers, the more substantial newspapers, 
always appeared on Saturdays. The central dailies and the county dailies fol- 
lowed this practice. Will this change? 


[Banyasz) I am certain that henceforth, the readers will receive even more in- 
teresting and more substantial newspapers, since the new publication schedule 
now ensures better opportunities for enriching their content. The Saturday 
papers, taking advantage of the possibilities provided by their greater length, 
will be able to devote greater place to domestic and foreign events, to com 
mentaries which facilitate the orientation of readers, and a means will open 
for more comprehensive, profound analyses that shed light on a given topic 

from every aspect, in important issues that especially preoccupy public opin- 
ion. Besides all this, the Saturday papers will offer more arts articles, 
reviews, literary works and other interesting reading material. 


{[Gyori] VASARNAPI HIREK will appear instead of HETFOI HIREK; let me add that 
we here have prepared for our Sunday newscasts to be more substantial, so that 
radio, and I believe the sister institution, television, should satisfy re- 
quirements for Sundays. 


[Banyasz) I might say that national and county papers and dailies, which 
henceforth will appear on Mondays, will be published with abundant, fresh 

news material, so they will give news about every region of the country; 

about foreign and domestic political, cultural, traffic, tourist--and not 
least--sports events concerning the weekend. As the successor to HETFOI 
HIREK’, the VASARNAPI HIREK, to be published as from 6 January, will be of 
greater length--12 pages instead of eight--when it reaches the streets. Its 
distribution will take place in 130 localities, being on sale by 700 retailers. 
The goal of the editorial board of VASARNAPI HIREK is to utilize its increased 
length for improving the standard of content, for the publication of more 
material of an informative, orientating nature, for the expansion of its ser- 
vices for inhabitants. Here I must mention that, taking into account the new 
press publication schedule, radio, television, and television's illustrated 
paper (TELETEX), will increase their news service on Sundays. [end recording] 
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FINANCE OFFICIAL QUIZZED ON INCOME WITHDRAWAL 
Budapest HETIVILAGGAZDASAG in Hungarian No 46, 17 Now 84 pp 4, 6 


[Interview with Peter Medgyessy, deputy minister of finance, by Julia Gati: 
"Regulation of Enterprise Management: Detoxification Cure"; time and place 


not specified) 


[Text] Economic public opinion has been preoccupied for 
months with what kind of economic regulators undergo a 
change next year and with what sort of directional 

shift the enterprises are urged to make. Every curious 
and interested person has already been able to obtain 
the rules of law which specify change. We asked Deputy 
Finance Minister Peter Medgyessy, among other things, 
what kinds of considerations of principle made necessary 
the regulatory changes and the constantly increasing 
income withdrawal. 


[Question] Business executives have already received the rules of law which 
fundamentally determine their activity next year. What really happened: 
further substantial development of the macroeconomic management system so 
long awaited in economic circles, or the customary yearly modification of 


regulators? 


[Answer] He is naive who believes that many quantitative changes do not 

at the same time mean qualitative modification or that it is possible to make 
a qualitative change without altering quantities. Now, however, many essen- 
tial changes have occurred which appear not in this or that subregion but 
everywhere simultaneously. I consider very important the new classification 
of enterprises in accordance with management forms. Accordingly, there will 
be enterprises which fall under an enterprise council, others under a board 
of directors and still others, unchanged, under state administrative control. 
As these classifications come to pass, we must note that enterprises belong- 
ing to the first two management forms will make independent decisions about 
their future organizational form, their internal mechanism, partnerships, and 
the creation of subsidiaries. The exercise of property rights becomes more 
direct and unambiguous, and enterprise independence definitely increases. 

The other aspect of this matter is that the ministries’ scope of authority 
in enterprise management must be reduced. 





The second very essential change--even though many feel it is still insuf- 
ficient--is the modification of income regulation which puts an end to the 
average-wage approach, and the influence of the baseline approach is also 
reduced considerably. In keeping with all this, however, it may be easier 
than before to pay the supplementary wages in proportion to output and to 
offer encouragement--while shouldering the tax burdens, of course. 


The third, which I likewise do not consider unimportant, is the tax structure 
change. We now intend to control investment capital--which has been regulated 
up until now by four or five taxes--through a property tax and an investment 
capital tax. By their existence and their dimension these taxes naturally 
mean that we have not been able to give free rein to investments. In addi- 
tion to all these things, I even consider important the reduction in the 
profits tax--though, at 3 percent, not too significant in its quantity--and 
our attempt to make clear to the enterprises the true cost of wages. Further 
innovation in the sales tax system and reduction in the number of tax rates 
are essential from a long-range viewpoint, though they have received little 
publicity. After all, our goal is to direct the taxes toward the end use 
while realizing the greater part of social net income in the sales tax; but 
for this a more uniform sales tax system is necessary. 


[Question] We talk a lot about the need for an increase in enterprise inde- 
pendence, and at the same time income concentration grows from year to year. 
We are slowly coming to the point where the enterprises’ decision-making 
authority is expanding and yet there are fewer and fewer decisions to make. 
But the frequently mentioned differentiation cannot come to fruition even 
if the enterprises really become equal on the “poverty” level. 


[Answer] The answer to the first question is easy, because the actual 
situation is very clear-cut, unfortunately. An export surplus is needed to 
pay off the foreign debts we have accumulated. However, if purchasing power 
is great at home, the enterprises, following the line of less resistance, 
want to sell their products in this country. In order for us to pay off the 
debts--which is not only our duty but also our elementary interest--domestic 
purchasing power must be kept under strict control, and this determines the 
degree of income concentration. But in our management system today the budge 
budget alone is able to curtail purchasing power. It would be better if, 
through the monetary system, income could be deposited in the form of savings. 
This would be more pleasant for everyone, the enterprises and the state alike, 
Since no one likes to do unpopular things. Yet for the time being, the 
current economic situation, the economy's institutional system, the relation 
between planning and regulation, and the backwardness of the monetary system 
still will not make this possible to an adequate degree. The given situation 
thus determines what the state is forced to do: unfortunately, the level of 
curtailment must be kept high. In other words, since we have to pay off 
debts, it is not possible to distribute what we have produced. 


Despite this, the enterprises’ financial range of motion can be increased-- 
and this answers the second half of your question--if we undertake a much 

sharper differentiation than the foregoing. This means that scarce economic 
resources which are tied to a poor, uneconomic situation must be transferred 
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to places where they are put to better use. The problem with it, of course, 
is that this cannot be settled by a one-time, central decision. That is 
precisely what we tried to do in the plan-directive system, but this way 

we could not steer the economy. So here we have to build on certain mecha- 
nisms which call attention to and allow income redistribution. We would 
like to reduce the subsidies for this very reason. If, however, we sub- 
sidize fewer enterprises, we must also withdraw less. But it must be per- 
ceived that anyone who believes at all in reducing subsidies will not do so 
if things are going badly for him. Things cannot be going well for everyone 
here. To be more precise, in the final outcome everyone prospers on the 
national economic level if we utilize the production factors where they 
bring the greater benefit, but in the short run this does cause conflicts 
within given groups. There is a need in this area for change that is 

faster than before but still gradual. 


There are quite a few ailing enterprises, and it is impossible to shut down 
every single one of them. Then again, there are enterprises where the grace 
period has expired, and something has to be done at these places. It is no 
longer possible to say today, as it was a few years ago, that macroeconomic 
management does not undertake these steps. There are several examples, such 
as the Halas Knitwear Factory where there was not only an ownership change 
but also essential changes in production structure and in internal organiza- 
tion. We closed down the Hat Factory and the Pest Megye Construction Conm- 
pany. We liquidated the Business Machine and Precision Mechanics Enterprise. 
Such steps can be taken due to pressure to validate the circumstances and 
the social values in a concrete way, although I do not believe we should 
resort to mass liquidation. I am confident that the example itself will 
serve as a warning. Nevertheless, it must be seen that the good companies 
will obtain extra resources if they are redistributed from the weak compa- 
nies--because this latter solution cannot be ruled out. 


[Question] So far, however, precisely the opposite “streamlining” has pre- 
vailed. What is the guarantee built into the mechanism which will prevent 
this in the future? 


[Answer] One kind of guarantee is that we are in a difficult situation. It 
simply is not possible to redistribute from nothing. This will force us to 
tell certain companies that their grace period has run out. I believe that 
the ministries must be increasingly prepared not only to seek financial 
resources for aiding enterprises in hot water but also to stave off these 
problems. I am thinking of professional consultation, evolution of concepts 
and aid for technical development--it might be possible to increase the 
ministries’ role in this. But I am also thinking of the establishment of 
institutions--long ago accepted abroad--which are engaged in professioan! 
consultation and the “analysis” of enterprises and which provide advice 

and recovery methods to companies in hot water. The other pole is that we 
have to try to find better forms of capital allocation necessary for dynamic 
development. So in a nutshell, we are seeking the solutions to cure com- 
panies in trouble and the opportunity to prevent problems, we are seeking 
the bases for dynamic development, and finally, we intend to frame new rules 
of law for liquidating companies that have gone bankrupt. The most essential 
thing of all, however, is the difficult situation, 





[Question] It is an open secret that even the budget was in the same kind of 
difficult situation, but many enterprises in hot water had an effective 
lobby, an influential backer, who wangled the necessary money after all. I 
do not think that these special interest groups will disappear next year 
through sel f-liquidation. 


[Answer] My view of this is that there is no society without lobbies. We 
are accustomed to using this word only in a prejorative sense, although it 
has a positive meaning, too. It is natural for human beings--heeding their 
interests and feelings, or on a professional basis--to link themselves to 
certain causes. I do not consider thic bad in itself. For certain places 
people are needed who try to assert an objective judgment, and there must be 
mechanisms which decide certain matters without special intervention. What 
must be taken into consideration, of course, is that in the future they 
will try to get some companies out of trouble. That is the way life is. 
Others have the task of opposing such attempts. If the goal of lobbying is 
to assure the conditions for surplus output in the interest of a good cause, 
there is nothing wrong with that. 


[Question] Have you really assessed how the enterprises will react to the 
current regulatory change? Will they alter their economic conduct, and 
if so, in what direction? 


[Answer] Since the profits tax is reduced to some extent, the change will 
least affect those who make high profits with few production factors. Nor 

is there any doubt that the rearrangement among enterprises will be great. 
Next year's regulatory changes will affect enterprises operating at low effi- 
ciency despite big wage demands and fixed assets. On the other hand, economic 
units which undertake a greater growth rate and make big profits will be 
placed in a comparatively more favorable position. We expect that the 
opportunity to pay wages higher than before will stimulate greater perforn- 
ance. We also wouid like to think that we inspire the companies to conduct 
preparatory work much more judiciously, since this is a factor in our economy 
in which the reserves are many. 


As I already mentioned, the regulators will restrain the growth of a good 
enterprise less than before. Unfortunately, however, we are not in a posi- 
tion where we could move toward a general easing of the burdens. I hardly 
want to believe it, but according to our calculations, the budgetary central- 
ization will not increase next year in comparison with the gross domestic 
product: it will be 52-53 percent on the average. 


The regulatory system can do no more than convey the true relationships. 
But I believe it will reflect them better than before. It gives the more 
efficient companies somewhat greater margin, and it puts significant pres- 
sure on the less efficient. I also consider it important for us tc have 
supported enterprise independence from another quarter: I am thinking of 
the foundation of uniform involvement--which reduces the “beribboning™ of 
money--and of the already mentioned income regulation. 
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[Question] Up until now, a profits tax had to be paid by those who were 
profitable. However, companies which did not earn a penny in profits had 
to pay a property and wage tax. Do we have to make ourselves familiar with 
the idea of “tax-deficient™ enterprises next year? What will happen to 
them? Will the workers be fired? Will the machines and buildings be sold? 


[Answer] Two things are involved here: one is the problem of temporary 
liquidity, and the other is a chronic concern. In my opinion, there will 

be more impecunious companies than there are today, allowance has to be made 
for that. Soon we will be giving out the tax management rules, in which we 
fix the rate st ich taxes must be paid. We are also trying not to place 
unrealistic demands on the enterprises. We are looking for solutions to the 
liquidity problems in the banking sphere. We make it possible for the 
enterprises to rent each other short-term credit. What is involved here is 
that for some very profitable companies the bank introduces a running-account 
system, which make the opportunity for obtaining short-term credit more 
flexible. These solutions bridge the liquidity problems in the sense that 
the number of enterprises struggling with financial troubles will increase 
but mot to the extent that this causes standstills on the national economic 
level. 


The second problem--the real headache--will be the companies which are 
chronically unable to meet their financial obligations. Paying taxes is 
also a financial obligation, and yet someone who is chronically unable to 
pay taxes is someone who is chronicaliy insolvent. In true chronic insol- 
vency, however, the entrprise must mobilize its resources or in some way 
alter its management in order to end the chronic shortage of funds. This is 
indeed a big increase in demands, but it reflects reality. 


[Question] Laypersons and experts are more and more frequently expressing 
their fear that the enterprises are trying to offset growing income con- 
centration by raising their prices. Is there some kind of plan to reduce 
inflationary pressure? 


[Answer] A good economic policy is one which puts an end to the causes of 
inflation. The majority of causes have a structural origin and are to be 
sought in production structure and competitiveness, in the defenselessness 
of the economy or individual companies, and in the organization of work. It 
is easy to give consumer subsidies and price subsidies since they practi- 
cally put an end to price increases. It is precisely in the economy that 
the danger of explosion builds up: it delays a solution to the problems, 
and it renders the tensions invisible. It is our task to reduce these 
tensions, and the current regulatory changes point in this direction. It 
must be said, however, that there is a tolerance limit beyond which the 
economy does not endure inflation. For this very reason, we cannot sud- 
dently and quickly eliminate every consumer price subsidy even though--no 
matter how strange it seems--this may be the cause of inflationary pressure. 
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And we may have no alternative but to implement measures--for example, making 
the obligation to report prices stricter--which give the state time to 
intervene in the-market. We will penalize unscrupulous management more 
severely than before. But we must live with the price increase which re- 
mains after these things. In accordance with all the rules of coexistence, 
naturally: it must be made tolerable, especially for those strata for whom 
this causes a lot of trouble. 
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HUNGARY 


ECONOMISTS VIEW PLANS FOR INDUSTRIAL DECENTRALIZATION 
Budapest HETI VILAGGAZDASAG in Hungarian No 44, 3 Nov 84 pp 34-35 


{[Article: "Organizational Decentralization in Industry: Outstanding 
Factories") 


[Text] A new wave of transformation in the domestic 
industrial enterprise system is likely at the start 

of next year: more internal enterprise units--factories, 
workshops, mills--than ever before get the opportunity 
to initiate separation from the parent company in the 
hope of success. 


Something is wrong with the competitiveness of Hungarian enterprises: a good 
part of them have become indolent, they slightly resemble an overweight 
soccer team whose workouts up until now have prepared the squad only for 
performance imitation, not for authentic drive. And yet it is time for 
more brilliant Hungarian results in international competition. To switch 
from the language of sports to that of the economy: further development of 
macroeconomic management requires intensification of market competition, and 
for this companies and businesses are needed which are able to compete on 
the domestic and international markets alike. In order to compete more 
successfully, however, the competitor must shed excess kilos and acquire 
supple and resilient muscles. 


It is no longer a secret today that the current large-scale enterprise 

system has not permitted even the surviving elements of the 1968 macroeconomic 
management reform to develop further in the direction of internal units. 

In many places, the reform came to a sudden stop at the gate of large 
enterprises, and the official burdened with plan bargaining and previous 

plan directives lingers on widely within the large organizations. It is 
scarcely possible for such a large-scale enterprise organization to be 
receptive to the modernization of macroeconomic management. 


This perception led the political and economic leadership to steadily expand 
the number of market competitors in favor of the new enterprise management 
forms. Increasing the number of companies and businesses is one way to break 
up the established monopolies. A monopoly, namely, is the enemy of 
competition and the preserver of backwardness. 
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In recent years, the essential phase of the organizational decentralization 
process was the abolishment of trusts: up until 1980, 24 trusts still operated 
in the Hungarian economy, in 1984 only 10. Several large-scale enterprises 
were split up, and it was also a measure of great significance when the 
opportunity for nine new enterprise forms was secured in January of 1982. 
Replotting the organizational map of the Hungarian economy was aided by the 
legalization of subsidiaries, by the investiture of enterprises with the 

right to float companies and by the expansion of partnership forms. We must 
proceed along the commenced path: on the basis of an official decision and 

by means of organizational decentralization, a good starting position must 

be created for enlivening market competition in the 12 processing industry 
branches belonging to the competitive sector. Subsidiaries are established 
and some sections of large-scale enterprises in the processing industry become 
independent on the strength of measures approved this year. The number of 
participants in market competition is likely to continue to grow in the 

future as a result of these steps. 


As a result of the uptrend observed in the wake of the new measures, the 
economy's organizational structure improved, the number of small companies 
increased, and a cooperative entrepreneurial sphere to help large-scale 
enterprises is starting to take shape. The process has only begun, however, 
and its results are uneven. While genuine success can be chalked up in the 
small business sphere--after all, 14,500 enterprise economic work associations, 
6,700 economic work associations and 1,800 specialized coop groups were 
founded during the last 24 years, business operation by contract and 
leasing gained ground in trade and pubiic catering, and a large number of 
associations were established, mainly as joint enterprises of agricultural 
cooperatives--organizational updating was minimal in the area of state 
(ministry and council) enterprises. As a consequence of the three waves of 
enierprise reduction <nd amalgamation carried out in the 1950s, between 1962 
and 1964 and in the decade of the seventies, the established enterprise 
structure has changed only to a very small degree during the last few years. 
A propitious sign is the spread of the subsidiary form, but so far only 152 
such companies have been created, which indicates that what we are dealing 
with in reality is just a “trial series." A good part of the subsidiaries 
were established, moreover, because of the favorable wage regulations for 
small companies and the reduction of administrative duties, and it is to be 
feared that the end of separate wage regulations for small companies in 

1985 will dampen the inclination to form subsidiaries. 


In spite of the steps so far toward organizational decentralization, the 
large-scale enterprise organization is virtually static. This is clearly 
shown by the fact that the number of state enterprises in 1984 is even 

smaller than it was in 1970. Therefore, alongside further encouragement of 
partnerships, small businesses and subsidiaries and together with a changeover 
to the new forms of enterprise leadership, the circle of small and middle- 
sized companies, i.e., the number of players on the market, must be 

expanded by increasing the cooperative sphere of competitive large-scale 
enterprises. 
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Three kinds of solutions are proposed in the debates among domestic economists. 
According to the first variant, the central state administrative agencies 
decentralize as in previous practice: overdue separations and dissociations 
not implemented voluntarily by the enterprises and the emancipation of internal 
units are enforced by state decree. There will undoubtedly continue to be a 
need for this,.and it is also strengthened by the new concept of market 
supervision. According to the latter, through market intervention the state 
declares itself against monopolies, and it can decide on interventions of an 
organizational nature to suppress guarded monopolies and established cartel 
agreements. This end is also served by previously mentioned resolutions on 
organizational change. The opportunities for decentralization are restricted, 
however, in the state domains, which is demonstrated by the fact that 

despite situational development and the setting of clear goals no breakthrough 
has occurred in recent years in the makeup of state enterprises. The 
explanation is twofold: on the one hand, only with great uncertainty and risk 
is it possible to gauge--from a central vantage point--where there is a need 
for organizational intervention and of what character; on the other hand, 

due to the widespreadness of the stat«'s administrative decision-making 

system and the conflictive nature of opposing interests, the likelihood is 
great for compromise and for slowing down, blunting and killing efforts 

to decentralize. 


According to the second line of thought, the enterprises themselves should 
initiate organizational change and decentralization. This would be a 
“voluntary” weight-reduction diet. So far, the results of these endeavors 
are meager; the potential subjects became thinner by only a few grams. An 
upswing in the creation of subsidiaries and partnerships is perhaps likely 
if it is assisted by central financial advantages, as was done, for instance, 
in the case of subsidiaries and of wage regulations for small companies. 


The third path to decentralization may--and developments indicate it will--be 
the one in which the state enterprises’ factories, factory units, workshops, 
mills and major departments receive a real opportunity to become organized 
as independent companies and to work out their own programs. The legal 
possibility for this continues to exist today, since a 1981 decree by the 
Council of Ministers makes it possible for each separated internal unit 

of an enterprise to initiate the process of becoming independent. There have 
been less than a dozen such initiatives in recent years, which is no wonder, 
since the enterprise leadership expresses an opinion in opposition to such 
proposals and the ministry which exercises supervision decides on them. 

It is almost natural in this division of labor that the smaller one gets the 
worst of it; the leader and the collective body of a given internal unit 

with an independent program are preferably not recognized in advance. 


Together with preliminary classification of the new enterprise leadership 
forms, the state agencies this year determine the group of enterprises at 
which decentralizatior must precede the final classification, operation in 
the new leadership/organization form. This will be made public until 

1 January, and subsequently in the first 4 months of the coming year each 
enterprise indicates in turn what it thinks of the preliminary classification 
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and the idea of organizational change. It will be possible for the 
enterprise leadership to suggest classification in another leadership form; 
the enterprise's internal collectives and separate internal units--factory, 
factory unit, workshop, mill, major department--can work out a program for 
operating in the form of an independent company. This program must take 
into account the conditions of the so-called Economic Indicator, which is 
to be made public this year by state agencies. These will specify that in 
return for becoming independent a certain “financial compensation” must 

be paid or perhaps well-defined relations must be maintained for a short 
time. While calculating these things, however, the internal units--if it 
is judged that they are able to function in a more flexible and effective 
manner independently than as a part of their enterprise--can ask for 
independence. They will have to submit their plan for it to the 
establishing state agency and the Finance Ministry by 30 April 1985. If 
there is a difference of opinion among those involved concerning the fate 
of the internal unit which wants to become indpendent, then an authorized 
government committee would make the decision on separation, according 

to the ideas. 


A large part of the domestic economists believe that we must manage to find 
time for the organizational measures and reforms omitted in 1968. It will 
be recalled that the uncertainty about the 1968 reform a few years later 
was mostly due to the fact that the large-scale enterprises and trusts 

did not find their place in the new economic medium, they adpated slowly 
to the market competition, and given their situation, they were unable with 
market resources to turn the budgetary reallocation in their direction. 
With this, the reform's fundamental principle--that profits earned on the 
market determine an enterprise's situation and fate--became nicked. 
Repetition of all this must definitely be avoided. 
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COAL SHORTAGE, MINING INDUSTRY PROBLEMS DISCUSSED 
Budapest NEPSZABADSAG in Hungarian 22, 23 Nov 84 p 6 
[Article by Judit Kozma] 

[22 Nov 84 p 6] 


[Text] Coal mining has gotten into a difficult situation 
this fall: its production has fallen short of the plan, 
and because of this there is a shortage of coal in quite 
a few communities in this country. Even though the miners 
are promising to make up the shortage by the end of this 
year, the situation deserves more thorough investigation. 
This is because the shortage is a direct consequence of 
the disruption of harmony between the possibilities and 
tasks of coal mining. And the contrast seems to be 
getting deeper rather than abating. Thus intervention 

in the process is needed, and we will try to comment also 
on the debate in progress which has become especially 
sharp recently--loaded with innumerable sentimental and 
emotional reasons. 


1. Squeezed by the Tonnage 


This is how Ferenc Pera, director of Veszprem Coal Mines started our 
conversation about the background of the coal shortage and coal mining's 
possibilities: 


"The decline of coal mining did not take place in this country the same 
way as elsewhere in the world. Where it was done well, even though 
some mines were closed, the remaining ones were improved. But this was 
not what happened in our country. Technical modernization of the 
remaining mines fell behind, or at least it was very slow." 


Plans and Facts 


Before anyone would consider the recalling of the years of decline an 
unnecessary sidetrack, unwise rumination over the past, let us declare 
that this sidetrack--I promise it will not be a long one--is important 
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and necessary. That is, it is a part of the background that when, due 
to the effect of the first oil price explosion, the “rehabilitation” of 
coal mining could begin, this battle was fought by a coal mining industry 
which in its technical preparation and performance was at least 10-15 
years behind the mining of the developed countries, and also had to 

face significantly more costly investments and a constant decrease of 
manpower. Thus, the government resolution of 1974 which made rapid 
development of mining its goal started out with an extremely difficult 
situation. New mines had to be built and the technical obsolescence 

in the old ones had to be corrected simultaneously and thus performances, 
coal production and profitability significantly increased. Thus, in the 
final analysis the foundations of modern coal mining, able as early as 
during the Sixth 5-Year Plan to produce 25-26 million tons, had to be 
created, while at the same time also being able to satisfy the profit- 
ability requirements. 


After a long period of uncertainty the knowledge of a sure future--and 
the passionate desire that the viability of Hungarian coal mining be 
proven clearly and to the exclusion of all doubt--generated the hope 
that this may even be done successfully within a relatively short time. 
But coal mining did not fulfill these hopes--the enterprises are 
struggling with severe production and economic operating problems. 


That is, reality did not develop completely according to the plans. The 
large-scale mine construction program has begun--Markushegy and 
Nagyegyhaza are already producing, Many and Lencsehegy are under 
construction. Modern, high-performance shafts have also come into 
existence, the role of technology in coal production has generally 
increased, the number of completely mechanized work stations expanded, 
performances increased. 





But the technical modernization was unable to keep up with the rate of 
the manpower decrease. Even though resignations slowed after the 1974 
government resolution, we did not succeed in stopping them; while there 
were still 86,000 people working in mining in 1975, only 76,000-77,000 
worked there in 1983. The number of those working underground decreased 
even faster: mining had 36,800 underground workers in 1975, and 31,000 
last year. During this same time the number of pitmen fell from 22,200 
to 15,000 and their average age increased from 38 years to 41 years. 


Let me also mention a few concrete examples. The number of physical 
workers decreased by 350 last year in Tatabanya, and in November this 
year there are 239 fewer miners than there were in January. In Borsod 
[County] the shortage of manpower is about 700-800 persons--for example, 
1,000 pitmen left between 1980 and 1984. 


The situation is not much better in the Dorog mine of the Dorog [County] 
Coal Mines either: there are 80 fewer than the necessary 900 miners. 
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Laszlo Lenner front master says: “The jobs are really good now, but 
there are only 12 people on each front instead of 25-30. For example, 
Team 509 produces 200 cars of coal today, too, thus che mine's perfor- 
mance capacity is far from being exploited. With a full crew we could 
even get 300 cars from here.” 


In spite of the increasingly serious manpower situation coal mining was 
able to increase its production all the way until 1982. In contrast 
with 24.9 million tons in 1975, production between 1978 and 1980 

varied around 25.7 million tons and reached 25.9 million tons in 1981, 
of which 18,663,000 tons were produced by the deep mines. Even though 
785,000 tons of this was produced on their scheduled days off, the 
bottom line is that they fulfilled the requirements lodged against then. 


Then in 1982 coal mining was preparing to implement a critical program. 
The plans included bringing 26 million tons of coal to the surface. The 
national economic plan specified such a quantity originally only for 

1985, but the increasingly difficult energy situation required acceleration 
of the government's energy management program and increasing the role of 
coal. It is an unheard of feat and outstanding accomplishment that 

in spite of serious geological problems, water and mud breaks and the 
Significant early autumn backlog which developed as a consequence of 
these, in the final analysis coal mining produced more than 26 million 
tons of coal--but at the same this also made those tensions sharper 

which even earlier characterized its activity, though less controversially. 
In addition to the unexpectedly rapid decrease of manpower and the 
contradiction of slow mechanization which created even more tension, a 

new factor appeared: overloading of the miners and mines. 


Overloaded Operations 


That is, over 1.2 million tons of the 18.7 tons produced by the under- 
ground mines was brought up on scheduled days off, and this quantity was 
a good 1.5 times as much as the previous year’s. And this sprint 
represented very strong exertion not only of the people but also of 
the mines--since mining concentrated all resources on increasing coal 
production, the preparation of new production areas was omitted and 
this narrowed down the production possibilities of the following year. 
Also less time and energy remained for machine maintenance and this 
increases the chance of breakdowns, that is, of additional production 
losses. Of course, the lost capacity must be made up sooner or later, 
and so that in the final analysis fulfillment of the plan would not 
suffer, this must again be done with redoubled efforts. And all this 
unavoidably affects the safety conditions of work, loosens work and 
technological discipline. 


The extent of this overloading naturally varies from one enterprise to 
another. The conflict between tasks and possibilities is perhaps the 
sharpest in Borsod [County]. 
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The director of Borsod Coal Mines, Dezso Kiss says: “Since we furnish 
about 60 percent of the coal used by the population, we must always 
fulfill a strained plan. But our manpower is continuously decreasing 
and thus in practice the shortfall in opening up cuts has been increasing 
constantly since 1976, the size of the prepared coal field is decreasing. 
In 1982 we no longer could fulfill our plan, and both last year and 

this year we fell short of the national economic plan's specifications. 
And our shortfall must be made up by other enterprises, but it is 

hardly possible to set up to do that over the long range." 


The year 1983--even though it was a year laden with mining accidents, 
natural and geological problems--did leave some breathing room for 
mining. That is, 1983 was an extraordinary year from the viewpoint 
of energy consumption; the relatively low industrial production and 
the mild winter meant moderation of demand, and thus the pressure on 
coal mining also eased somewhat. Thus there were no supply problems 
in spite of the fact that--even though this was the plan--we did not 
succeed in repeating the 26-million-ton feat. On the contrary, total 
production decreased to 25.2 million tons, and within this the output 
of deep mines fell back to 18.2 million. But within coal mining itself 
the tensions did not dissolve even though the outside pressure eased: 
the quantity of production on scheduled days off--though it decreased 
somewhat--still exceeded 1.2 million tons. The yearend pressure and 
everything that accompanies it, repeated itself again at the turn of 
1983-1984. And the problems were piling up, and even though this 
year's national economic plan determined mining's tasks at only 25.2 
million tons, the enterprise's plans could manage only not quite 25 
million tons and their time-proportional plan fulfillment is also 
proceeding at around this value. 


At the Limits of Capacity 


But while industrial production has become more lively, we have also 
lived through a cold winter which increased with unexpected rapidity 
the national economy's energy demands. And this situation led to a 
coal shortage of such dimensions--at the present time mining owes the 
population 94,400 tons with respect to its obligation contained in the 
national economic plan--which again can be eased only by an end-of-the-year 
burst of activity. In the remaining portion of the year, the miners 
will now be working every Saturday and Sunday in order to make up for 
the shortage. Even though with this they will presumably resolve the 
tensions of this year, they will be regenerating the sources of next 
year's tensions. 





Of course the picture varies from one enterprise to another. In Veszprem, 
for example, they are expecting an average of 15-16 unscheduled days’ 
production--Ferenc Pera's opinion is that the production lost because of 
the flooding of the Banta mine can be counterbalanced with this. Lajos 
Fekete, the director in Tatabanya expects 25 unscheduled days. Of course, 
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these are average numbers, for the total work force. But production on 
their scheduled days off affects actually only half of the miners. 
Which, on the other hand, means that one individual person may work 
perhaps as many as 50 extra shifts in 1 year. Pitman Jozsef Odor in 
the Dorog mining operation worked 60 extra shifts last year, and 
Jozsef Barlangi who is an electrician at this same place has already 
worked 68 this year, and the end of the year is still far away. There 
are people like them at every mining enterprise, and even though 

they usually protest such statements, it seems this is already beyond 
the limits of human endurance. No matter how attractive the extra 
income that can be earned on one's scheduled days off, no matter how 
strong the sense of obligation and willingness to sacrifice by those 
who volunteer for the extra shifts, the manpower shortage can hardly 
be replaced in this manner over the long range. 


All this at the same time also means that in spite of the extraordinary 
efforts of the miners, with the present technical equipment of coal 
mining and with the present manpower it will be less and less possible 
to produce 25-26 million tons of coal per year. 


[23 Nov 84 p 6] 
[Text] 2. Being Forced to Make a Move 


The contradictions which characterize the situation of coal mining have 
become especially sharp by 1984--while the enterprises are less and 
less able to produce the 25-26 million tons of coal needed each year 
with their present technologies and manpower, we must expect that the 
pressure on mining will increase. 


Coal is in demand, and thus the activity of this branch in the next few 
years will still probably be controlled by the quantitative demand 
dictated by the command “we need coal." 


Which, on the other hand, will not only maintain the old tensions but 
will also create new contradictions--that is, it will increasingly 
sharpen the conflict at the enterprises between demand for quantity and 
economical production, which to a certain extent can already be found 
today. That is, since the Hungarian Coal Mining Trust ceased to exist 
in 1980, the mining enterprises have been conducting their economic 
operations independently according to the rules of profit interest--if 
they can. 


For example, it is obvious today that, contrary to the original ideas, 
the affected enterprises are unable to repay the investment costs of 
the mines opened within the framework of the brown coal program--and 
the interest burdens are so oppressive that they cannot even afford to 
pay for the absolutely necessary technical modernizations. 
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More at Any Cost? 


Lajos Fekete, director of the Tatabanya Coal Mines says: “Just as in 
industry in general, the starting conditions for major investments 

have changed in coal mining, too. In contrast with one-third of the 
capital given to us originally, we must implement the entire development 
from loans, at increased interest rates. Fortunately so far the profits 
from our other-than-coal activities and some increase in coal prices 
have been able to more or less counteract the rising costs--even though 
there were time periods when the enterprise was operating at a loss. We 
will have to face the most difficult situation in 1987--by then we 

will have to close down the old mines and start up the new ones, and 
this is a very expensive pastime. That is, the fixed costs are still 
there in the old mines but there is not enough coal any more--while 

in the new ones, the operation of which is also burdened with significant 
fixed costs, there is not enough coal yet. In addition, we will also 
have big problems with manpower--the people will be distributed 

between the old mines and the new ones, and finally there will not 


be enough manpower at either." 


Of course, theoretically this process could be accelerated. If we 
abandoned the old areas and thus assured the manpower and adequate 
capacity utilization in the new ones, production could be more economical 
there. But for the time being the new mine could not produce enough 
more coal to replace what would be lost with the closing of the old 
mines. Thus in the interest of profitability we should sacrifice 


tonnage. 


Earlier the enterprises sacrificed tonnage pratically exclusively 
because of the severe shortage of manpower, but during the years of 
independence--and this is truly no minor achievement--they also started 
to make calculations and today for the most part they know clearly how 
much the additional coal really costs which is produced under the most 
difficult circumstances, most expensively, that is, with the largest 
loss, and how much this lowers their profits. 


That is, the quantitative approach, increasing tonnage at any cost 

is unbelievably expensive. Not only because the extra production, 
which is costly to begin with, can be assured only through extra 
investments--for example, significant wage costs--but also because 
after a while the thought of "we need coal” is necessarily joined by 
the view and practice of “let it cost whatever it will." And this--as 
we also saw during a lengthy stage of industry's growth--is accompanied 
by the total lack of cost sensitivity, and significant waste of 
materials, equipment and manpower. And this situation--let me again 
refer to industry's experience--cannot be meaningfully changed as long 
as it is not optimum production--that is, profitable economic operation-- 
but maximum production which stands in the focus of activity. 
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And the circle is completed here. The obligations of coal mining are 
determined by the needs for coal, that is, by quantitative requirements. 
Thus the enterprises must also accept the costs of the most expensive 
coal production--which produces losses for them. But at the same time 
the mining enterprises are operating under the rules--though somewhat 
specialized--of profit interestedness, that is, their profitability 
also plays a role in their development opportunities and in the solution 
of their production problems. It is true that with consideration to 
mining’s special circumstances the state from time to time puts in 
order the branch's financial situation. But still this situation is 

an inconsistent contradiction--one to which quantity as well as 
profitability may fall victim in the final analysis. Thus intervention 
is justified--to put the situation of the branch into order for the 


longer range. 


But what kind of intervention should this be? The economy hardly has 
any other area where such severe and so many types of views and emotions 
are brought to the surface by the debates going on about the necessary 
steps than mining. On the one hand, the coal is needed and production 
cannot be maintained without development. But, on the other hand, the 
development of energy management removes means from the processing 
industry--and let us consider it thoroughly: comprehensive mechanization 
of one single front costs over 100 million forints. (In addition the 
interrelation is much more complicated than this--since with the 
creation of a processing industry which would perhaps be narrower 

than today’s but more efficient, operating with significantly lower 
specific energy consumption than today's, the requirements on the 
energy branches could significantly decrease.) 


Employment, Wage, Performance 


At the moment, the key to the situation is employment which in recent 
years has decreased to such an extent that it limits the growth of 
production as well as the improvement of profitability. And if we do 
mot succeed in stopping the decrease, sooner or later even that will 
become a question: Who is going to work in the new mines of the next 
decade? 


Of course, there is an often used but in reality rarely successful 
recipe to counteract the decrease of manpower: where there is a 
shortage of people, wages must be raised. The oft-repeated reason 
nowadays is that the centrally determined rise in wage level in coal 
mining fell short of industry's average, and thus the emphasis on 
mining decreased, the difference is not large enough between the 
average earnings of those employed in industry and miners’ wages. 
According to the ctatistics, the average [monthly] earning of miners 
was 7,300 forints in 1983, while the average in all of industry 
reached 5,000. 
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These are average data behind which naturally there are aiso outstandingly 
high incomes. But these derive not from the base wages but the under- 
ground and night shift differentials, and from the occasionally very 

high rates for work done on one’s scheduled days off. It is also 
reflected in the differences in earnings because the ratio of overtime 
work in industry was around 3 percent, while in mining it turned out 

to be around 8-9 percont. Thus the hard work, the “value” of the 

battle done with nature is not reflecte sufficientiy in the basic 

wages of miners--this is what one of the aspects of the average 

earnings shows. 


But the average also reflects something else. While for example, in 
recent years the production performance increased due to the various 
technical and organizational solutions and by 1983 reached 8.3 tons 
per shift, which is acceptable even by international standards, 
overall operation performance is around roughly 2 tons which at 

best is about one-half of the performance of the developed countries. 
This results in part from insufficient mechanization of the “above 
ground” processes and in part from the fact that even though overall 
employment in mining decreased in the last decade, employment of the 
underground workers decreased much faster. Thus the ratio of “above 
ground” workers increased. Even though the central specifications 
govern the increase of average wages, the things said above show 
that there are opportunities within coal mining to pay the underground 
workers better than they are being paid today. 


It is a different question as to how guch a movement of a few percent 
in the enhanced nature of miners’ incomes would increase the attractive 
force of mining; does the pay produce people? To a certain extent, 
probably yes--since it may slow down the decrease of manpower. But 

on the other hand, as long as earnings conditions are so confused, 
money can be earned relatively easily--certainly more easily than in 
mining--in many kinds of jobs and the average wage can be earned with 
little work--how such would be needed in order to increase the manpower 
in mining? It is practically impossible to answer this question--the 
anewer for the most part is governed by belief, conviction, which is 
difficult to prove by exact means. 


On the other hand, there is experience to show that a wage increase in 
itself does not generally solve the manpower problems. 


Modernizing Technology 


Janos Hegedus, a pitman at the Dorog mine says: “The young people are 
different today, the old crew still comes in for the extra shift, but 
the new workers do not come in. Not for this money, and even though 
earnings are very important to increase the attractive force of mining, 
it would probably also be necessary to decrease the extra shifts. Even 
the three shifts scare away many people today, not to mention work on 
Saturdays and Sundays.” 
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And all this seems to prove that sooner or later the manpower situation 
will create a forced path anyway for mining, and thus the extent of 
production as well as the way profitability develops will basically 
depend on to what extent the mines suitable for it can be intensified 
and equipped with modern technology. 


And from all this perhaps a few lessons also offer themselves for the 
next tasks. First of all, that the balance between coal mining's tasks 
and possibilities can be reestablished if the branch is given some 
"breathing space” so that it can organize its ranks--that is, if the 
severe quantitative demand temporarily eases somewhat, and simultaneously 
the developments which help increase production are accelerated. 


At the same time, a better coordiiated economic system of conditions 
than today's is also needed to organize the ranks. The resources to 
bear the burdens of major investments are missing--and the enterprises 
do not have the material coverage for mechanization, technical 
modernization or the desired improvement of wages. In a better 
organized situation, enterprise independence could have a bigger, 

more realistic role, the profitability viewpoints could gain strength, 
and thus the incentive to cut down waste considerably which can still 
be found today, and for rational cost management could become more 
efficient. 


With all this, even though so far we have been unable to avoid the 
sharpening of contradictions, we could prevent them from becoming even 
deeper and we could promote the ;:cwth of mining in harmony. And this 
not in the interest of coal mining alone. 
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HUNGARY 


LIVESTOCK, FODDER, INVESTMENT SITUATION SUMMARIZED 
Budapest MAGYAR NEMZET in Hungarian 2 Nov 84 p 1 
[Article by Sandor Illes: "Conditions"] 


[Text] In the fall, when the larders and barns are full and the seed for 
next year's bread is in the ground, it slowly becomes possible to prepare 
an accounting of the year. The results as a whole are positive, although 
the weather, the late spring and the unusual distribution of precipitation 
caused problems in some production branches. 


There was an ample yield of wheat, but fewer vegetables than usual reached 
the market and this had an influence on prices too, which had an unfavorable 
effect on urban households. The plowland tomatoes and peppers reached the 
market late, the latter in smaller quantities and worse quality. There 

were also contradictions in market sales, and measures were taken to end then. 


In recent years hog raising has developed especially strongly in our country. 
According to the indications more than 8 million hogs were raised on 

almost 1,000 specialized sites and in the household plot and auxiliary farms. 
On the basis of this figure Hungary occupies tenth place in Europe, and 
second place in per capita pork production. Hog raising makes up 36.3 percent 
of the gross production value of animal raising and produces more than 

1.15 million tons of slaughter hogs. This branch of animal husbandry uses 

the most fodder. 


The external market possibilities for pork are increasingly restricted and 
for this reason there will be no need to increase hog stocks further in the 
future. They are not looking for pork abroad, they want beef, so this 
branch should be developed further. More cows into household plot stalls 
too! It would also be favorable for our export if there were no empty 
stalls at home and if milk yields would increase accordingly. 


As for the future, every condition is previded in our country for a further 
increase in agricultural production. The possibilities for the poultry 
branch, which was cut back a few years ago, have changed also. We could 

put more eggs on the foreign market. All this will require further development 
and larger investment. The sources for this are not decreasing, which is 
favorable from the viewpoint of producers compared to the practice of last 
year, it is announced in the responsible places. 
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Thus the accounting for this year, summing up our production achievements, 
becomes the starting point for the tasks next year. The year ahead will 
not be easier, if only because profound changes will take place in the price 
and financial regulation of agriculture. The financial effects of these 
changes will critically affect the farms--as well as encourage certain 
branches which are behind in development and need to catch up--and thus 
help increase production. 


Miklos Villanyi, state secretary at the Ministry of Agriculture and Focd, 
reported recently in connection with the new regulator system that the price 
of artificial fertilizers will increase by 8 percent and the farms will 
also be buying crop protection and herbicide materials at 4.5-percent higher 
prices. But it will be possible to compensate for this extra expenditure, 
for these materials increase yields and in the final analysis it would be 
wasteful to be conservative in their use. Price increases for several free 
price products will help compensate for the costs too. 


In order to have more cows in the stalls and improve the profitability of 
cattle raising the purchasing price for milk will increase, slaughter cattle 
will be more expensive and the purchasing price for slaughter sheep will 
increase also. The factories will pay more for sugar beets and buy good 
quality winter apples suitable for export for 50 fillers more. 


Loans will continue to be given for practical investments, but the interest 
paid on credits in the case of investments starting in 1985 will double and 
will be 5-7 percent. But a large concession will continue to be given for 
purchase of irrigating machines--considering the extreme weather and frequent 
drought. The same thing applies to special machines for vegetable and 

sugar beet production. These latter possibilities should make the leaders 
of the farms prepare an accounting and they may decide that it is worth 
replacing the irrigation equipment and that it will pay to replace the 
obsolete machines in gardening, because not only will this pay off quickly 
but it is an investment which will bring profit in the longer run too. 


Since demand for pork is decreasing it is obvious that construction of new 
pig-pens and sites will not be supported. But greater care will be turned 
to modernizing the existing ones and if more economical energy use becomes 
possible through the modernization then they will get support for 
construction. The goal is to produce more cheaply in fewer spaces! 


Although the taxation system is not changing, earnings regulation will. The 
farms will be able to choose among three forms. Thus local conditions 

and circumstances can be taken into account better in the future and wage 
payment may be more in accordance with performance. This may give greater 
impetus to a healthier development of a competitive spirit. 


These new management forms will truly aid progress if the farms pay attention 
to foreign market price fluctuations and the frequent fluctuations in domestic 
weather and adapt to these more flexibly in planning and development. 
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PROBLEMS OF EXPORT OF TECHNICAL INFORMATION DISCUSSED 
Warsaw RYNKI ZAGRANICZNE in Polish Wo 133, 6 Nov 84 p8 


[Article by Jerzy Wiechowski: "How Can We Intensify the Export of Techno- 
logical Thinking?"] 


[Text] The Institute for Organization of the Machine 
Industry (acronym Orgmasz), working in the framework of the 
Ministry of Metallurgy and Machine Industry, has been working 
on promotion of the export of our technical thinking for 

over three years. In performing its function as the in- 
termediary between the ministerial research and develop- 

ment units and the foreign trade agencies, it provides 
opportunities for utilization of our scientific potential 

and also fills a gap in the work of certain trade agencies. 


This gap results from a lack of interest in exporting the results produced by 
the research and development centers in the industry. This in turn calls for 
complex promotional efforts that sometimes fail to yield the desired effects. 
The experience of Orgmasz already indicates that the existing variable results 
of research and development groups can expect interest on the part of foreign 
contractors. Ultimately, this brings in foreign currency reserves and also 
gives the research centers a sense of practical demand for their work, which 
is important. 


It is no secret that in the past two years this feeling has deteriorated. 

The drop in investment activity of our industry and the more sparing handling 
of funds by enterprises in the environment of self-financing did not create a 
favorable situation (especially finanad) for research and development groups 
at enterprises. A great number of technical innovations that could not be 
introduced in the national industry because of limited funds began to collect 
dust. Some projects were abandoned. Many specialists began to look for work 
in the private sector, moved more by profit than by interest. Although this 
may offer a modus vivendi during a period of crisis, in the long run it is an 
unfavorable development. The consequences of material and personnel weakening 
of the research centers of the ministries are obvious. 


The Ministry of Metallurgy and Machine Industry has found a way to limit these 
negative developments, especially in attempts for an expanded offering of devel- 
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opment results to foreign partners. In 1982, on the recommendation by the 
Department for Science and Technology of the ministry, Orgmasz launched a pro- 
ject entitled "System of Organization of the Export of Technological Thinking." 
The project encompassed all research and development groups in the framework cf 
the ministry. At its initial phase, a state-of-the-art report was prepared. 
Subsequently, in early 1983, the plan for introduction of new methods aimed at 
intensifying export of technological results was prepared. Currently it is 
being implemented. 


Orgmasz does not possess the legal power for foreign trade, but in practice is 
active in assistance to this work. A preliminary step is a detailed examina- 
tion of the scientific and technological offerings from the research units. 
For instance, in 1983 groups of experts examined almost all offerings from 
research units of the Ministry of Metallurgy and Machine Industry, as recom- 
mended by the institute. Of about 600 proposals for export, the commission 
certified as valid 300 offerings. A list of these offerings was prepared (in- 
itially in Polish and Russian, but English and German versions are also being 
prepared). This catalog was presented already at several foreign shows, in- 
cluding the latest Moscow exhibition entitled "Made in Poland." 


Examination of the export offerings from research and development centers, es- 
tablishment of cooperation with the expert group (Zorpol) and additional allo- 
cation of funds from the Department of Science and Technology of the ministry 
made it possible for Orgmasz to present the results of scientific and technical 
thinking in several CEMA nations. In 1983, for example, large exhibition halls 
of science and technology were organized at technical fairs at Leipzig, Budapest, 
Erro and at the Automation '83 exhibition in Moscow. In addition to catalogs, 
prototypes and sample products were exhibited. In organizing its shows, the in- 
stitute differentiates the various forms of presentations. This is prompted not 
only by the desire to target the customer audience but also... by limited funds. 
For instance, with specialized workshops where film shows are organized the 
institute tries to "piggy-back" them to similar events conducted by financially 
better equipped participants of foreign exhibitions. 


The institute conducted promotional activities in close cooperation with foreign 
trade agencies. There is a division of functions and spheres of competence. 
When dealing with participation in a foreign event, the representatives of 
Orgmasz take care of contacts in purely technological matters (scientific and 
technical exhibitions serve as the vehicles). The trade negotiations-——conduct- 
ed after the prospect had a chance to become familiar with the offering--is the 
responsibility of the trade agencies. Their job is made easier by the clear 
presentation of the subject material. 


Study of the market of potential contractors is an important aspect of Orgmasz 
activity. The set of export offerings is determined on this basis. Contacts 
with the offices of Poland's trade representatives abroad and firms engaged in 
exchange of scientific and technical results (especially with the Soviet Union, 
Czechoslovakia and the GDR), participation in specialist workshops in Poland 
and abroad and monitoring of the trade publications of partners are all help- 
ful in this respect. Representatives of the institute also stress the impor- 
tance of assistance extended by the Polish Chamber of Foreign Trade. 
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In preparing its exhibits for trade fairs and expositions, the institute tries 
to present the technological innovations that have been patented and tested in 
practice. Here are a few examples. At the Moscow fair "Made in Poland,” Ore- 
masz' promotion included, among other things, new types of machinery and equip- 
ment for food industry, refrigerator industry, equipment for sausage factories, 
agricultural objects (such as livestock breeding facilities accommodating 2,000 
sheep and a farm equipment service station, with several versions adjusted to 
climatic and seismic zones). For the International Exhibition of New Technology 
Invex-84, held in December in Brno, the institute prepared with the close co- 
operation of the Polish Foreign Trade Chamber a set of exhibits including the 
model of profiling machine developed by the I©..iute of Processing of Plastic 
Materials in Poznan (an authentic patented innovation), a reference diode (de- 
signed by the Research and Development Center of the Specialized Electronic 
Enterprises in Torun), a control and measurement testing unit developed by 

the Warsaw Institute of Precision Mechanics (this invention was purchased at 
the latest technical fair in Leipzig), a vacuometric indicator of fuel con- 
sumption and battery voltage designed by the Scientific and Technical Facil- 
ity of the Kujawi Manometer Factory in Wloclawek. 


The institute's participation in foreign events, which already hae a long 
history, has brought definite effects to fruition. For example, at fairs in 
1983 the foreign trade agencies concluded contracts for export of our techno- 
logical inventions with a total worth of 4.5 million rubles. This is not 
much, but it should be borne in mind that these are just the first steps. 


In its work, Orgmasz is confronted with problems. The most difficult one 

is the question of financing of promotional activities. The big stumbling 
block is the fact that the activity virtually has no responsible sponsor con- 
cerned with intensifying the export of technological results and willing to 
cover the costs involved in promotional efforts. By the nature of this work, 
it involves a certain amount of foreign currency spending. Yet, the funds 
available to the institute on this count (one source is subsidies from the 
Department of Science and Technology of the Ministry of Metallurgy and Machine 
Industry) are modest. For that reason, when organizing the participation in 
foreign events and sending specialists from research centers, it often depends 
on the good will of foreign trade organizations willing to cover the foreign 
currency expenses. This is not an optimal solution and is not sufficient if 
we want to further expand the export on a larger scale, and Orgmasz has such 
intentions. 


Besides finding funds for promotion, there is the question of strengthening, 
or at least supporting, the smaller research and development units. Many of 
these have valuable concepts and personnel potential. The lack of domestic 
demand for their results and impossibility of breaking through numerous bar- 
riers, including the financial difficulties, into foreign markets results in 
their gradual decline. The promotional activity of Orgmasz has resulted in 
an influx of funds to some units-—-most of them the larger ones--but a majority 
of the remaining centers is far from seeing their problems resolved. 
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The ambitious plans of Orgmasz cannot be implemented without support to the 
research facilities. The possible influence of an expansion of the activities 
of Orgmasz for improvement of the situation of research units is quite obvious. 
This improvement is necessary. We cannot expect that the relatively low cur- 
rent domestic demand for research and development will be permanent. The cen- 
ters involved in improvement of industrial products will be indispensable. 
Besides the obvious reasons for this need, it also flows from the operational 
conditions of our foreign trade. C-speting in foreign markets will only be 
possible with up-to-date technologic«i offerings. 


Orgmasz' attempts to offer foreign contractors technological innovations tested 
in practice also face other problems. It is a rare foreign company that is 
willing to buy an interesting technological process that has only been tested 
experimentally, but since many innovations of research and development are 
never implemented in our industry it is difficult to answer the questions of 
prospective contractors: How has this product been working in your country? 
This is a serious limitation to the possible expansion of offerings by the 
institute. Speeding up the introduction of technical innovations is helped 
by specially organized groups, but it is premature to speak of any major 
improvement in this area. 


A partial solution of problems is seen by representatives of Orgmasz in the 
eventual creaticn of a special agency empowered to engage in foreign trade. 

It would operate in the framework of the Ministry of Metallurgy and Machine 
Industry and coordinate the cooperative scientific and technical projects 

with foreign countries and export of innovations created by research and 
development facilities. It is also expected that this agency will advance the 
introduction of new products in the industry. At this point, however, its cre- 
ation remains in the realm of hope. 


Evaluating the current activity of Orgmasz in the promotion of export of in- 
ventions produced by the research and development facilities cf the ministry, 
one should consider both the objectives and the conditions of their implemen- 
tation. There is no doubt that the objectives are well-grouwr i economically 
and socially. A well-organized process of marketing and export of scientific 
and technological results can produce substantial effects and also help the 
technological progress in Poland. This in turn will have an influence on the 
dynamics of profits from export of many industrial goods. In view of this 
perspective, it becomes clear that the ambitious plans of Orgmasz should be 
supported and that better conditions should be provided for bringing them 
into exfect. This is the course that the institute is hoping for. 
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